THE JOURNAL 


POLITICAL ECONOMY 


SEPTEMBER— 1895. 


MONEY AND CREDIT PAPER IN THE MODERN 
MARKET. 


WE all know that the system of bank credits and bank 
money, which was introduced into the great commercial centers 
of the early modern world, has now attained a quite marvelous 
development. In point of safety, economy, and convenience, 
the bank money is so evidently superior to the old currency 
which it replaced, that it has won its way into all parts of the 
world, until every civilized land has its banks of deposit and 
discount, and its system of credit currency. Indeed, in the 
most advanced regions searcely a neighborhood is without the 
new medium of exchange; and everywhere checks and drafts 
are widely and freely used. In our own country, and to a less 
extent elsewhere, there has grown up, in the last half century, a 
secondary institution for the perfection of this credit money; 
and at the clearing houses enormous amounts of credit paper 
are each year exchanged and balanced by the payment of only 
the slightest sums of money. The credit paper thus introduced 
into trade has become one of the most widely admired institutions 
of the industrial world —arouses admiration even in the mind of - 
the prosaic business man who is most familiar with its workings. 
Like the railway, it is said to be the only agency in its field 
truly deserving the approval of an advanced community; and, 
like the railway, it is not rarely thought to have made its slower 
competitors quite antiquated. 
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It would certainly be worth while to inquire to what extent 
this credit currency has displaced money from the modern mar- 
ket, even if the answer had only a curious interest, had no prac- 
tical bearings. But, just at present, the answer has the highest 
practical interest; for it bears directly upon the much-debated 
money question. 

All thinkers and most writers and speakers who call for more 
currency imply in their discourse that they believe in something 
like the quantity theory as to the value of money. They com- 
plain about the robbery of debtors for the benefit of creditors, 
and about the chronic depression of industrial enterprise, and 
both evils they ascribe to a scarcity of money, or the consequent 
fall of prices. Some sort of an addition to the circulation, they 
agree, is the proper remedy. Some insist that an international 
agreement for the equally free coinage and use of silver and gold 
is the only truly efficient means; some would be content with 
free coinage at the American mints; and, of course, there are 
many other classes who urge the adoption of many other schemes 
more or less mechanical or fanciful. But it is everywhere 
assumed that more money would bring higher prices, or, at any 
rate, would check the present fall; and, indeed, unless it can be 
shown that there is such a connection between the amount of 
money and the range of prices, all these schemes for inflation 
are illogical and would prove futile. For inflationists of what- 
ever sort, good or bad, something like the quantity theory is 
vitally important; without it they cannot justify their positions. 

Yet to this venerable theory all present validity is not infre- 
quently denied. The fall of prices, it is said, may or may not 
be an evil, and may be due to this cause or to that ; but, in any 
case, it cannot rationally be ascribed to a scarcity of money. 
There is money enough, as may be seen by several tokens; and, 
what is much more to the point, the amount of money in a com- 
munity no longer exercises a direct or controlling influence upon 
the height of prices. The truth is as follows: (1) In modern 
industrial societies money has become quite unimportant as a 
medium of exchange, since by far the greater proportion of the 
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purchases and sales are made by means of checks and drafts, 
and without the intervention of actual money. (2) This being 
so, general price will depend rather upon the abundance or 
scarcity of the more important medium of exchange, and will 
itself determine how much money will be used. 

To some such form most of the recent arguments against the 
real quantity theory may be reduced." It may, perhaps, be pos- 
sible, upon the basis of the first of the two propositions just 
given, to develop an argument of at least apparent strength and 
yet not close along the line indicated under the second head ; 
but the first proposition seems an essential part of any hopeful 
attack upon the classical theory. If this be so, the practical 
importance of determining the relative parts played in the mod- 
ern market by money and credit paper becomes at once evident. 
What influence money exerts-upon the height of general prices 
must be known before monetary policy can be directed at all 
wisely ; and in order to know the nature of this influence, it is 
necessary to know the relative importance of money, and the 
substitutes for money. In particular, it is necessary to know 
how far credit paper has driven cash from the markets of the 
world. It is only with this last question that the present paper 
has to do. As to the classical quantity theory no criticism will 
be passed, one way or the other. 

It is not at all uncommon to meet with statements in which 
the proportion of what may be called credit exchanges is put as 
high as go per cent. ;* and in the very latest book on money which 
I have seen it is printed, “It is estimated that 95 per cent. of 
the volume of business is transacted by means of bank checks.”’3 
When the writer or speaker is in the mood, he will add to such_ 
statements the other one that, great as this proportion of credit 

*There are, of course, not a few arguments set forth in one place and another 
which could by no possibility be forced into the forms just given; but these are, for 


the most part, if not without exception, based upon a misunderstanding as to what the 
quantity theory really is—See A. DE VITI DE MARCO, Moneta e prezzi, especially ch. 1, 
Sir T. H. FARRER, BART., What do we pay with? p. 22, 23; Cheap Money 
(Century Company), p. 12; Finance Report, 1892, p. 333- 
3M. L. MUHLEMAN, Monetary Systems of the World, p. 163. 
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paper now is, it is still increasing. It is the purpose of this 
paper to examine the evidence upon which such assertions as 
these have been or may be rested. 

In support of the more general statements evidence has been 
adduced from several sources; but when the percentage is defi- 
nitely given, it is at once evident upon what basis of fact the 
assertion rests. Indeed, it is sometimes expressly said that the 
proof is found in the experience of banks and bankers; it is 
maintained that direct experiment, through examination of the 
receipts of banks, shows that but very little cash is used. 

In America® four or five experiments of this sort have been 
made. In 1871, at the request of James A. Garfield, chairman 
of the House Committee on Banking and Currency, the Comp- 
troller of the Currency requested fifty-two selected national 
banks to analyze and report their receipts for six days. Ina 
total of $157,000,000 there was found $137,630,000 in money 
substitutes, checks, bills, and drafts, and only $19,370,000 in 
money—1I2.3 per cent. money, 87.7 per cent. substitutes. In 
1881, Comptroller Knox sent to all the national banks a request 
for a similar analysis and report for the two days, June 30 and 
September 17. Returns for June 30 came from 1966 out of 2106 
banks; and for September 17 from all the 2132 existing banks. 
The result is given in the following table: 


June 30. 1966 Banks September 17. 2132 Banks 
Items 
Amount Per Cent. Amount Per Cent. 
Checks, drafts and bills ......... $261,271,665 | 91.77 || $271,036,525 | 91.85 
Clearing-house certificates? ...... 9,582,500 3.36 6,592,337 2.24 
Paper Money. 11,554,747 4-06 13,026,570 4.36 
1,864,105 65 4,078,044 1.38 
440,997 -16 500,301 17 
$284,714,017 | 100. $295,233,779 | 100. 


In all the following discussion reference is, as a rule, made only to the data for 
the United States; but, so far as I know, the testimony of Europe is essentially the 


same. 


* By some strange mistake, the Comptroller counts these clearing-house certificates 


as money substitutes. 


The term clearing-house certificate has been applied to several 
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In 1890, reports from pretty nearly all the banks gave the 


following results : 


July 1. 3364 Banks September 17. 3474 Banks 
Items 

Amount Per Cent. Amount Per Cent. 
Checks, drafts, etc ..........008 $189,408,708 | 44.90 || $168,803,756 | 51.58 
Exchanges for clearing house.....| 194,290,203 | 46.06 126,596,873 | 38.68 
91.46 90.30 
3,726,605 .89 3,702,772 1.13 
Gold treasury certificates ........ 6,427,973 1.52 6,159,305 1.88 
Silver treasury certificates........ 6,442,638 1.53 5,908,714 1.81 
Legal tender notes.............. 7,881,786 1.87 7,665,666 2.34 
National bank notes ............ 5,244,967 1.25 4,371,778 1.34 
Legal tender certificates.......... 520,000 12 105,000 03 
Clearing-house certificates........ 4,391,177 1.04 2,428,834 74 

$421,824,726 | 100. $327,278,251 | 100. 


In 1892 reports came for September 15 from 3473 out of 
3579 banks, with the following results : 


ITEMS Amount ITEMs Amount 
Checks, drafts, etc. .|$154,959,059 | 46.79 || Silver treasury cer- 
Exchanges for clear- err $6,537,015 | 1.97 
ing house ....... 141,873,266 | 42.83|| Legal tender notes.}| 8,531,514 | 2.58 
Miscellaneous...... 586,367 .18 || Treasury notes .... 2,675,269 81 
National bank notes} 3,454,483 | 1.04 
89.80 | Legal tender certifi- 
Gold COIN 2,907,017 88 Clearing-house cer- 
Silver coin....... 1,372,054 “41 tifcates 2,691,829 81 
CateS 3,407,340 | 1.03 $331,205,213 |100. 


varieties of paper; but only the clearing-house loan certificates, issued by the clearing- 
house banks in times of monetary stringency and against collateral securities, are in 
any true sense money substitutes. These have been issued, I believe, but five times, 
are used in payment of balances at the clearing houses, and are regularly called in as 
soon as may be after the emergency which occasioned the issue. They are clearly not 
what is meant by the term clearing-house certificates in this and later Finance Reports. 

Of other clearing-house certificates there must be made at least three classes, but 
none are money substitutes. (1) Until 1888 the Bank of America, the depository of the 
New York Clearing House, issued certificates against deposits of gold coin of the 
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From all this what is most important for the present discus- 
sion may be presented in one table of comparative percentages : 


Irems 1871 1881 | 1890 1892 

1.38 89} 1.13] .88 
Clearing-house certificates. ............ 3.36| 2.24 1.04 74 81 
12.3 | 8.23] 8.15 8.54] 9.70| 10.20 
Exchanges for clearing house.......... 46.06 | 38.68 | 42.83 
87.7 | 91.77} 91.85 | 91.46 | 90.30 | 89.80 


This is quite all the evidence of this sort that there is for 
America. What does it show? First I shall throw out of account 
the data for 1871. The observations of that year were of so nar- 
row range, extending to only fifty-two banks, that they are of 
little value to the statistician. Moreover, there is no exact infor- 


United States. These certificates were of two denominations, $5000 and $10,000, 
were payable to the order of the depositing bank, and could be used only through the 
clearing house at New York. Being issued only on the deposit of an equivalent in 
gold coin of the United States, they did not at all increase the volume of either money 
or credit. In 1888 this issue was discontinued, because the Treasury Department con- 
sented to emit similar certificates. (2) The United States Treasury has also issued 
gold certificates under authority of laws of March 3, 1863, and July 12, 1882. Under 
the law of 1863 the certificates were issued against deposits of either coin or bullion, 
and were payable only to order; they were in denominations of $20, $50, $500, $1000, 
$5000, and $10,000, and were put out from November 13, 1865, till December 1, 1878, 
when, in order to facilitate the resumption of specie payments, the issue was stopped. 
Under the law of 1882, certificates were issued only against coin, in denominations 
from $20 to $10,000, and payable to bearer. In 1888, as just noted, the Secretary of 
the Treasury authorized a special series of $5000 and $10,000 certificates, payable to 
order. These gold certificates of the highest denominations are very frequently called 
clearing-house certificates, and are, probably, what is meant in the Comptroller’s reports. 
(3) By law of June 8, 1872, the United States Treasury was authorized to issue to 
national banks, in return for legal tender notes, certificates of deposit in denomina- 
tions of $5000 and $10,000. These certificates are now issued in only the one denomi- 
nation, $10,000, and are with some propriety called clearing-house certificates, since 
they are designed to facilitate the settlement of balances between banks; but they are 
not money substitutes, for the notes deposited are kept as a special fund for the 
redemption of the certificates. 
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mation as to the methods of the experiment. It will, of course, 
be noted that, so far as the evidence of 1871 goes, it shows a 
higher proportion of cash receipts than is found in any later 
year. 

But, if attention be confined to the more careful experiments 
of 1881, 1890, and 1892, there are some very interesting con- 
clusions to be drawn, as well as some which may not safely 
be drawn. First of all as to the absolute percentages. For 
the national banks as a whole, the receipts for the five days 
averaged 91.036 per cent. credit paper, of one sort and another, 
and 8.964 per cent. cash. And upon this evidence rest the state- 
ments that above 90 per cent. of the business of the country 
is done without the intervention of money, and that 92 per 
cent. of the exchanges are effected by credit. But whatever 
the figures given above do show, they certainly are not warrant 
for any such assertions. They may, possibly, without evident 
error, be taken as an indication of the proportions of cash and 
credit in the business done either at the banks or among those 
who deposit at the banks—without evident error, perhaps, but 
still not without error. For although the reports do, probably, 
indicate with sufficient exactness the proportions of credit paper 
and cash in the receipts of national banks, they do not thus 
become a perfectly reliable measure of the relative parts which 
cash and credit play in the business of even these banks. Of 
the credit paper reported some little part is, of course, presented 
for cashing ; and it is quite incorrect to count as a credit transac- 
tion an exchange of a check for cash. It is unfair to count that 
such a check dispenses with the use of money. Money passes 
to effect the exchange for which the check was given—passes 
just as really as if the check did not intervene at all. 

But the Comptrollers’ reports are taken again as data from 
which to infer the proportions of cash and credit in transactions, 
not at the banks, but among the business men who deposit at the 
banks. Yet such an inference is also quite unsafe. It rests on 
the assumption that the two media of exchange bear the same 
quantitative relations in the receipts of these depositors from 
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their customers and in the deposits afterward made at the banks. 
But, while the checks deposited by a business man are approxi- 
mately all the checks received by him since his last deposit, it is 
by no means so certain that the cash deposited will be all that 
has been paid in to him during the same time. Whatever cash 
he has had occasion to use in the interval, will be largely drawn 
from the cash paid in during the same period. Nobody knows 
how much weight should be given to these considerations; but 
that they must be taken into account there can be no doubt. It 
is, therefore, certain that the proportions of cash and credit trans- 
actions, neither at the banks nor among the banks’ depositors, 
are accurately shown by the figures of the Comptrollers’ reports. 
The error is not great, is indeed probably quite small; but it is 
an error. 

It is, however, not worth while to delay longer with these fig- 
ures. The specific question just now is as to the relative magni- 
tudes of the cash and the credit transactions, not of any one or two 
industrial classes, but of the country as a whole. It is exactly 
at the national banks and among their depositors that one ought 
to look for the highest proportion of credit instruments. It would 
require but a moment of careful thought to make it clear that in 
no other considerable field of industry would so small a propor- 
tion of cash be found; and to assume that the same proportions 
hold for the country at large is a most palpable error. Such an 
assumption was, indeed, not expressly made by the Comptrollers 
of the Currency in 1881 and in 1890; but it was quickly made by 
those who used the reports then presented, and in 1892 it appears 
in the boldest form in the Finance Report (pp. 332, 333). It 
would be just as correct a proceeding to compute the volume of 
water in a lake by multiplying the surface area into the greatest 
depth. That the error, the exaggeration, would be great is per- 
fectly evident ; just how great it would be nobody would like to 
say. The inquiry of the Comptroller of the Currency in 1894 
makes it appear that those retail dealers in household staples who 
deposit at national banks, deposit about 54 per cent. credit 
paper of one sort or another, and about 46 per cent. cash. 
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The proportion of cash in the receipts of these dealers must, in 
accordance with the principle drawn out in the preceding para- 
graph, be placed somewhat higher ; and it therefore appears that 
in these important fields business is done about equally with cash 
and with credit paper. This is a great drop from 90 per cent. 
or 92 per cent; yet there are many other important industrial 
classes among whom the check is much more rarely seen. There 
are very many who, for one reason or another, have no banking 
connections, and so use checks very rarely indeed, if at all. It 
is not well, in this connection, to lay down any positive proposi- 
tion in regard to the relative importance of cash and credit in 
the business transactions of America. But it must be clear that, 
in the Comptrollers’ reports at least, there is no evidence that the 
proportion of credit transactions is 90 per cent. or anything near 
that figure. , 

Again, the predominating influence of credit instruments is 
not infrequently inferred from evidence of a quite different kind. 
The bank deposits or credits of our country are well known to be 
an enormous amount. In 18g! the total was $4,270,338,375, 
nearly three times as much as the money of every kind in the land 
outside of the treasury; and this vast sum, it is natural to sup- 
pose, is that against which checks may be drawn at any time. 
But the amount of bank credits is not a direct or reliable means 
of measuring the use of checks. It is not the checks that may 
or might be drawn that replace money as a medium of exchange ; 
it is only the checks actually drawn that can do that. And it is 
not safe to assume that all the deposits are in constant use as 
currency. It will, perhaps, surprise most students to learn that 
the daily check operations of the banks of America, far from 
equaling the bank deposits, are but little greater than the cash 
reserves. In other words, the present system of deposit and 
checking permits the money thus withdrawn from active circula- 
tion to be used in buying and selling only a little oftener than 
once a day. So, if we take the national banks together, we find 
that on July 18, 1890, they held $293,062,607 in cash, while on 
July 1 preceding they received $385,836,933 in money substitutes. 


| 


400 JOURNAL OF POLITICAL ECONOMY. 


The trust companies and all the banks, national, state, and pri- 
vate, held, on July 18, 1890, $478,316,694 in cash, while their 
daily receipts in credit paper must be put, as we shall soon see, 
at not far from $550,000,000. Statistics of bank deposits are, 
therefore, quite unreliable as a measure of the extent of checking. 
Moreover, as a matter of fact, a great part of the cited deposits 
is not available as bank money. Of the great sum named above 
the greatest item of all was the $1,654,826,142 of savings bank 
deposits; and this must, of course, be at once stricken from the 
amount of bank money. There remains, it is true, a great total 
of genuine banking deposits, which means, no doubt, a great total 
of checks. But it would be rash to conclude that in business 
checks predominate over cash. It would be rash to assert that 
one stick is longer than another, until we know something about 
the length of both. 

Again, it is not unusual to read statements of the gigantic 
amounts of the operations of the clearing houses. When one 
thus finds mention of check transactions in terms of. billions, or 
scores of billions, one is likely to conclude that the scant billion 
of money which makes up our active circulation is of compara- 
tively little weight. If the sixty odd banks of the one clearing 
house in New York City exchange with one another about $35,- 
000,000,000 of checks and drafts a year, one hardly has courage 
to pretend that, after all, money may still be not entirely anti- 
quated. The would-be adherent of the quantity theory dreads to 
learn what the total check operations of the whole country may 
be. Yet here again the careful student will be wary of making any 
comparison between two quantities of which only one is known. 

These inquiries as to the character of the receipts of the 
national banks, as to the amounts of bank deposits and as to the 
operations of clearing houses, are interesting enough in them- 
selves; but they can give but little help in the determination of 
the relative amounts of the sales for cash and for credit instru- 
ments. There are, however, methods of attacking this problem, 
which promise somewhat better results. It is necessary to 
determine, as accurately as may be, the amounts of doth the 
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credit and the cash transactions for the whole country, and then 
to compare the two quantities. 

In estimating the probable amount of the credit transactions 
it is possible to follow at least two independent methods. It is 
possible, in the first place, to compute from the amount of credit 
paper that does pass through the clearing houses to the amount 
that is probably received by clearing-house banks and all others. 
For the year ending October 1, 1891, the clearings at New York 
were $34,053,698,770. Experiment made June 30 and Septem- 
ber 17, 1881, gave 78.64 per cent. and 87.75 per cent. respectively 
as the proportion of checks drawn on New York national banks 
which go through the clearing house. For July 1 and September 
17, 1890, the figures were 72 per cent. and 65 per cent., and on 
September 15, 1892, the figure was 69 per cent. If, now, the 
average of these more recent dates, or 69 per cent., be taken as the 
presumptive general average for all the banks of the New York 
Clearing House, it would appear that the amount of checks and 
other credit paper received by all these banks in 1891 was about 
$49,353,186,000. It is impossible to get figures for the ratio of 
clearings to checks and drafts in all the other cities; but, nat- 
urally, the ratio diminishes with the number of banks in a clear- 
ing-house association. For Chicago the clearings for 1891 were 
$4,338,693,167, and the percentages for July 1, 1890, September 
17, 1890, and September 15, 1892, as described above, 57 per 
cent., 48 per cent. and 45 per cent., or on the average 50 per 
cent.?. On the same assumption that this proportion is repre- 
sentative for all the banks of the Chicago Clearing House, these 
banks must have received, in 1891, $8,677,386,334 in checks and 
drafts. By the same sort of computation, the amount for St. 
Louis is $2,498,511,596. Similar estimates for some of the other 
large cities make it seem probable that the proper ratio of clear- 

* That this figure is approximately correct is shown by an independent computation. 
The average receipts of the Chicago national banks for the two days, July 1 and Sep- 
tember 17, 1890, were $23,511,237, of which 95 per cent. was in credit paper. If this 
average be taken as a fair index of the business at Chicago, the receipts of the 


Chicago national banks for 1890 would be in credit paper $6,818,476,300. Yet the 
clearings for that same year were $3,907,046,008. 


= 
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ings to total receipts of checks and drafts is for all the associa- 
tions outside of New York not far from 40 per cent." The total 
clearings of the cities to which this figure applies were, in 1891, 
$23,127,648,514, and the total receipts in credit paper, therefore, 
not far from $57,819,121,285. On these assumptions, the total 
receipts of this sort for all the clearing-house banks would be 
$107,172,307,908 ; and it remains to add the proper amount for 
the other banks. 

The clearing-house banks, about seven hundred in number, 
certainly did much more business than all the rest, to the num- 
ber of between 7000 and 7500. Naturally, nearly all the impor- 
tant banks have direct or indirect connection with a clearing 
house, and the transactions of the smaller and the country banks 
fall off in a surprising degree. In 1892, 97.08 per cent. of all 
the domestic exchange drawn by all the national banks of the 
country was drawn on banks in reserve cities, and no less than 
60.77 per cent. on New York alone. And of all this domestic 
exchange 40 per cent. was drawn by the 329 banks in the reserve - 
cities. But a more direct indication of the predominant impor- 
tance of the banks in the centers is found in those reports 
to the Comptroller of the Currency to which reference was 
made some pages back. The forty-seven banks of New York 
City reported, on July 1 and September 17, 1890, 39.34 per cent. 
and 36.8 per cent. respectively of all the receipts of the 3400 
banks, and if to New York be added the other reserve cities, it 
appears that in July, with only 330 banks out of 3364, they 
together reported 78.18 per cent. of the receipts, and in Septem- 
ber, with 333 out of 3474 banks, 73.67 per cent. of the receipts. 
In 1892 the forty-eight New York banks reported 39.55 per cent. 
and the reserve cities together 74.72 per cent. of all the receipts. 
If then about 330 national banks in the chief cities do regu- 
larly about three-fourths of all the business of the 3700 banks 
in the system, it is a conservative estimate to assign to the 700 


* Mr. Dudley P. Bailey says that outside of New York the proportion of clearings 
to “commercial transactions” is much less than one-half.— 7he Clearing-House System, 


Pp. 35: 
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clearing-house banks the same part in the business of the whole 
country. If this be done, we have, as the total of checks and 
drafts received by all the banks, about $142,000,000,000. 

It is possible to attack the same problem in a second way. 
In the Comptrollers’ reports, already so often mentioned, the 
national banks are stated to have received credit paper to the 
amount of $261,271,665 on June 30, 1881; $271,036,525 on Sep- 
tember 17, 1881; $385,836,933 on July 1, 1890; $295,536,191 
on September 17, 1890; and about $297,000,000 on September 15, 
1892. The average for 1890, or $340,686,562, may be taken as 
a fair index of the daily receipts of the national banks, and 
this would give, in a year of 305 days, $103,909,401,410. To this 
great sum must be added the proper amount for the state and 
private banks and the loan and trust companies; for their trans- 
actions are not included in the reports to the Comptroller. In 
1890 the deposits of the national banks amounted to $1,594,- 
193,245, and those of the trust companies and state and private 
banks to $987,232,743. Now it appears from the computations 
just made that at the national banks the amount of credit paper 
annually received is about sixty-five times as great as the bank 
deposits, and, on the assumption that deposits are everywhere 
checked against as freely as at the national banks, there should 
be about $64,367,574,000 put down for the credit paper received at 
the other institutions. But it is quite probable that the deposits 
are not used as briskly at the non-national banks. In the opinion 
of Professor Dunbar’ this is quite certainly the case with the 
loan and trust companies, whose deposits were, in 1890, $336,- 
000,000 of the $987,000,000 now under consideration. The 
national banks are estimated by the Comptroller of the Currency 
to have drawn, in 1891, $12,782,212,495 of domestic exchange, 
while all the other banking institutions drew $6,743,157,040. 
If the same proportions hold for all credit operations, the non- 
national banks should be set down for $55,067,000,000 instead 
of $64,368,000,000. This would give, as the grand total of 
credit paper received at all the banks of America in 1891, 


* Quarterly Journal of Economics, vol. i. p. 408. 
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$158,976,000,000, as against $142,000,000,000 by the first 
method. There is thus substantial agreement between the 
results reached by two independent methods. For a difference 
of $16,000,000,000, although no trifle in itself, is, when viewed 
as a matter of 10 per cent., not very alarming in so rough a com- 
putation as the present one. The average of the two amounts, 
then, or $150,000,000,000, may, in default of more reliable 
information, be taken as a fair approximation to the total of 
the credit operations through all the banks of the country. 

The probable amount of the banks’ receipts in credit paper, 
then is, about $150,000,000,000, but it does not follow that this 
is the true amount of what may be called the check transactions 
in the business. of the country, the true measure of the extent to 
which money is displaced as a medium of exchange. This great 
sum must first be modified by a subtraction and by an addition. 
The amount of check receipts at the banks may be much greater 
in a year than the amount of the check exchanges in the busi- 
ness of the country. Suppose that a debtor draws a check 
upon his bank in Duluth, and sends it to a creditor in Water- 
town, Massachusetts. The check may be deposited in the 
Watertown bank, may thence pass to the Boston correspondent, 
thence to New York, thence to Chicago, thence to Duluth, and 
may thus appear five times as an item of the banks’ receipts. 
Yet it may have effected only a single exchange of goods. In 
so far, then, as credit instruments experience such vicissitudes, 
it is necessary to reduce the total of credit paper in order to get 
the total of credit exchanges. But on the other hand it must 
be noted that a single check may very well serve more than 
once as a medium of exchange, and in so far as this occurs, the 
amount of the credit instruments passed may fall short of the 
amount of credit exchanges. In the present discussion, how- 
ever, this consideration is probably of not very great weight. 
Our present grand total purports to give, not the amount of the 
checks and drafts drawn, but the amount of these sorts of paper 
received at the banks of the land in the course of a year, and 
if any paper is used more than once in payment, it is quite 
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likely to be counted more than once at the banks. It is only 
when a check is given to a creditor who, instead of putting it in 
at a bank, endorses it, and passes it on to another person, that 
it makes necessary any addition to our conjectural total, and 
although there are, of course, no inconsiderable number of cases 
in which just that does happen, the number cannot be vast rela- 
tively to the total number of checks drawn. I know of no broad 
experiment from which one may, even in the roughest way, com- 
pute the amounts of the addition and the subtraction here men- 
tioned, but it may be a fair guess that the two would balance 
each other. If so, we continue with $150,000,000,000 a year as 
the probable amount of credit transactions in the business of 
the country. 

Now, $150,000,000,000 is a snug sum—much the largest that 
one is likely to see mentioned in any sort of a practical discussion. 
At first glance it seems that if so vast an amount of buying and 
selling is done each year in America by means of credit paper, 
money itself must indeed have become of comparatively little 
importance as a medium of exchange. But here again is the 
danger of being overawed by the enormous magnitude of one of 
the two terms which are to be compared. We have as yet seen 
nothing as to the probable amount of cash purchases: it is even 
less easy to make estimates here than it was in the field just can- 
vassed. We do know that at the time for which the previous 
statistics and estimates were given, there was in the active cir- 
culation of our country, that is, outside of the Treasury and out- 
side of the banks, about an even billion dollars of money. It is, 
of course, impossible to determine how often this cash passes 
from man to man, and how much exchanging it thus accom- 
plishes in the year. It can, however, be noted that if this 
money changes hands, on the average, three times a week, the 
amount of the cash transactions equals the great total which was 
assigned to credit paper. If the movement is more rapid, cash 
predominates; if less rapid, credit has the wider range. In 
order to justify the assertion that 90 per cent. of the business 
is done with credit instruments, it must be shown that the 
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$1,000,000,000 of active circulation accomplishes less than $17,- 
000,000,000 of exchanging a year, that is, that the cash outside 
of the Treasury and outside of the banks moves only once in 
three weeks. It must be remembered that it is a question, not as 
to all the money in the land, but as to only that part which is in 
the tills and the pockets of the people. That this cash does 
not, on the average, little and big, wait two full days before 
moving, ought to be true; for, although the small coins and bills 
may perhaps be less active than that, the larger pieces, which are 
far more influential in making the averages, will not often be 
permitted to lie thus in idleness. But it is needless to specu- 
late further on this matter. The calculations of this paper are 
not presented as perfectly reliable and exact; there is _possibil- 
ity of error at many points. But they are submitted as evidence 
that the cash and credit exchange of our country, instead of 
standing as I to 10, stand in the ratio of something like 1 to 1. 

Of the substantial accuracy of such an inference there is 
some confirmation in another investigation of the Comptroller of 
the Currency which was undertaken in the year 1894. So far, 
the inquiries as to the relative amounts of cash and credit paper 
had regarded all the deposits of all the national banks, and, natu- 
rally, these deposits came in a large measure from wholesale deal- 
ers, and even from speculators. Yet the transactions of these last 
can scarcely be said to constitute a demand for money, inasmuch 
as such business could not attain to anything like its present 
range without a pretty highly developed system of money sub- 
stitutes—it will be done with credit paper, or not at all- And 
the proportion of credit transactions made up in this way is great. 


as in New York, and it is probably not so high there at present ; 
but it is evidently important to make some inquiry as to the 
ratio of cash and credit in strictly legitimate business. It was 


Of the credit paper received by the national banks of New 
York City June 30, 1881, and sent to the clearing house the next 
business day, it was computed that three-sevenths represented 
purely speculative transactions, purchases not made for perma- 
nent investment. The proportion is probably nowhere else so high 
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with some such purpose that the Comptroller last year asked the 
national banks to report the character of the deposits which 
came from retail dealers in household supplies—such goods as 
have been shown to require about 67 per cent. of the total 
expenditures of all classes. From the returns it appears that 
54 per cent. of these deposits was in checks and other forms of 
credit paper, and 46 per cent. in cash; and these figures no doubt 
reflect with something like accuracy the ratio of cash and credit 
paper in the business of the dealers mentioned. There are, of 
course, not a few possibilities of error in all such computations. 
Perhaps one of the most important may tend to raise unduly the 
reported proportion of credit paper; for the reported deposits, 
no doubt, include nearly or quite all the credit instruments 
received by the dealers since their last day of deposit, and no 
doubt do not include quite all the cash received in the same 
period. On the whole we will not be far astray, if we count 
that these retail dealers are paid about equally with cash and 
with credit paper. But beyond, or below, these retailers there 
are many numerous classes among whom credit paper must play 
a much less important part. No doubt, most of the impor- 
tant industries are conducted by those who have banking con- 
nections, but the great majority of the people are without such 
connections, and their great numerical predominance gives them 
much weight, probably enough to bring the quota of cash trans- 
actions for the whole country to about one-half. 

So far the present study has had to do with only the abso- 
lute ratio of cash and credit exchanges. It will now be of some 
interest to note what change in this ratio time seems to be 
working. It is not unusual to find it implied, not very unusual 
to see it stated, that the proportion of credit exchanges is not only 
very great but increasingly great; and to many, perhaps, such a 
statement seems to need no formal proof. It seems as evi- 
dently true as that industrial methods in general are improving ; 
it seems quite in harmony with what we know of the broad move- 
ment of society. It is known that in pretty nearly every depart- 
ment of industry, in manufacturing, transportation, and all the rest, 
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rapid progress obtains, and it is then, very naturally, inferred 
that similar progress must hold in the mechanism of exchange, 
and that such progress must consist in the wider and wider sub- 
stitution of credit instruments for money. Yet there is no 
weighty evidence to support such beliefs. Not only so, but 
there is some very strong evidence to the contrary, and this from 
several independent sources. 

The first source to which I shall refer is the reports of the 
Comptroller of the Currency which have already been so often 
cited. It makes no very great difference here whether the tables 
are taken as given in the Finance Reports or with the correction 
in regard to clearing-house certificates which would, in all strict- 
ness, be necessary. If the item of clearing-house certificates be 
transferred from the side of money substitutes to the side of 
money, the change in the proportion of credit paper would be 
less marked than it appears in the Finance Reports ; but it would 
still be clearly traceable. Merely for the sake of convenience 
in following the Comptrellers’ analyses, I shall here take their 
tables as they stand. For the important cities for which a com- 
parison is possible, the changes in the proportion of credit 
instruments is indicated in the following table: 


98.70 98.80 96.04 95.64 92.36 
92.00 90.30 95.11 95.06 94.52 
96.50 93-70 94.14 90.70 93-11 
TE 96.00 96.40 96.19 93.48 93.92 
88.00 90.00 92.34 93.50 94.64 
rrr re 92.90 93.90 89.89 89.16 82.46 
90.40 86.20 92.37 90.00 90.02 
93.80 96.50 92.97 96.60 95-33 
60.00 45.80 65.27 32.65 66.65 
89.80 80.20 90.09 82.83 87.16 
92.80 83.40 93-55 92.68 91.86 
94.00 95.10 93.08 94-74 92.79 
87.50 93.50 87.31 95.61 91.82 
88.30 94.90 83.25 87.50 90.93 
82.30 81.50 89.77 89.59 87.83 
91.80 77.40 85.61 91.20 83.39 
Reserve cities, except New York..| 94.38 92.35 93.68 92.27 92.74 
Cities other than reserve......... 81.72 81.74 84.00 82.91 84.91 
95.13 94.09 92.50 91.04 90.61 
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It is to be noted that from 1881 to 1892 there is an unmistak- 
able decrease in the proportion of credit paper received at all the 
banks together. The decrease is quite remarkable at New York, 
holds for three of the four cities which stand pre-eminent as 
financial centers, New York, Boston, Chicago, and Philadelphia, 
holds for the reserve cities as a whole, and is replaced by an 
increase in the small cities. In the East there seems to be a 
decrease, while the western cities show the opposite tendency. 
It is no part of my plan to explain here these movements, or 
even to show that they indicate a displacement of credit. My 
only point here is that, so far as this bit of observation goes, 
there seems to be evidence that exchanges are effected more and 
more by cash, less and less by credit instruments. 

Very interesting evidence as to the effect of industrial pro- 
gress in changing the character of the medium of exchange 
is also found in the last report of the Comptroller of the 
Currency. The report, it will be remembered, deals with certain 
branches of retail trade, and, therefore, naturally shows a smaller 
proportion of credit money: the interest just now attaches to the 
relative proportions in the advanced and in the more backward 
communities. The proportion of credit money for the whole 
country, without any allowance for an error concerning national 
bank notes, was 57.7 per cent. Yet there is no evidence that the 
figure increases with the social and industrial advancement of 
the community, but rather no inconsiderable evidence to the 
contrary. So the percentage does not increase with the size of 
the towns. The maximum is found, at 70.9 per cent., for the 
cities of from 100,000 to 200,000 inhabitants, while the next 
highest figure, 66.1 per cent., is for towns of from 10,000 to 
25,000. The largest cities, above 500,000, fall below the average, 
or to 55.9 per cent., while the very smallest towns, grouped 
1000 to 5000, are above the average, at 59.1 per cent. Again, 
there is no evidence that those states which we ordinarily regard 
as most highly placed in the industrial scale use a larger pro- 
portion of credit money; but, as before, the slight weight of 
evidence makes in the opposite direction. The highest figures 
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are Mississippi, 86.5 per cent.; New Mexico, 83.6 per cent.; 
Virginia, 74.8 per cent.; Montana, 72.7 per cent.; Colorado, 
70.5 per cent.; Georgia, 70.2 per cent. The lowest percentages 
are South Dakota, 37.6; California, 41.5; Minnesota, 43.2; 
Wyoming, 43.6; Ohio, 45.2: Indiana, 45.3; Massachusetts and 
North Carolina, 49.5. Here is another point of view. Most 
people would, no doubt, consider as the most advanced region, 
in a financial way, the states on either side of New York City, 
say Massachusetts, Rhode Island, Connecticut, New York, New 
Jersey and Pennsylvania. Yet of these six states, only Rhode 
Island and New York stand above the average for the whole 
country, and the rest fall below the 57.7 per cent. as follows: 
Massachusetts, 49.5 ; Connecticut, 55.2; New Jersey, 51.0; Penn- 
sylvania, 53.3. Those who would deny the financial headship 
to this eastern region, would probably assign it to the rich 
central West; but the three states which are the heart of this 
region, all fall below the average: Ohio, 45.2 per cent.; Indiana, 
45.3 per cent.; Illinois, 55.2 per cent. 

One more evidence that credit exchanges are not increasing 
in relative importance may be briefly cited. It appears from the 
statistics of pretty nearly every sort of production, consumption, 
transportation and communication that the exchanging of our 
land is increasing more rapidly than our population. The most 
reliable indications, those of transportation, give a quite remark- 
able per capita gain. In the twenty years, from 1870 to 1890, . 
the population increased by 62 per cent., and it is scarcely pos- 
sible to find a single industrial activity which developed so 
slowly. Notwithstanding the fall of prices, the true value of all 
the wealth of the country increased 112 per cent. If, in various 
sorts of agricultural production, the average for 1869-71 and for 
1889-91 be taken, in order to eliminate the influence of chance 
fluctuations, the increase comes out as follows: corn, 91 per cent.; 
wheat, 107 per cent.; oats, 117 per cent.; cotton, 147 per cent. 
In certain other forms of production the gain of 1890 over 1870 
was even greater: pig iron, 453 per cent.; railroad bars, 242 per 
cent.; petroleum, 938 per cent. The consumption of staples 
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shows much the same state of affairs: coffee, 112 per cent. (the 
same as general wealth); tea, 96 per cent.; wool, 81 per cent.; 
cotton, 135 per cent.; pig iron, 404 per cent. These figures for 
production and consumption are valuable indexes of the growth 
of business; but, as indexes of the growth of exchanging, they 
are less valuable than the corresponding figures for transporta- 
tion and communication—less valuable because less direct. The 
growth of exchanging may be more safely inferred from the 
following percentages of increase in the activities mentioned: 
tonnage entered and cleared in the foreign trade, 187 per cent.; 
railway mileage operated, 215 per cent.; railway earnings (not- 
withstanding the oft-mentioned lowering of rates), 167 per cent.; 
postal revenues, 208 per cent. Other figures of the same general 
character might be added, but these are certainly enough to 
prove that in America exchanging, 7. ¢., the demand fora medium 
of exchange, has increased much more rapidly than. has. the 
population. Moreover, we must come to the same conclusion, if 
we discard statistics altogether, and observe that in nearly all 
its branches industry is more highly organized than it used to be. 
The amount of exchanging has, therefore, increased more rapidly 
than the population. Yet the most that can be made out for 
credit money is that it has about kept pace with population. The 
clearings at the New York Clearing House are well known to be 
from one-half to two-thirds of the total for the whole country ; 
yet in that city the operations show almost no increase. Just a 
quarter-century back from the last reported year, in 1869, the 
clearings at New York were $37,407,000,000; and in only four 
years since have they reached so high a mark. Of these four 
years, three were 1881, 1882 and 1883, and the maximum then 
reached has never since been approached. It is true that this 
surprising fact is in some slight measure to be explained by the 
partial transfer of national clearings from New York to other 
centers; but a rational reading of the reported clearings for the 
whole country will show a very moderate increase. And moder- 
ate though this increase appears, it is not altogether a real one, 
but is in part due to the recent multiplication of clearing houses. 
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It is certain that, as cities have of late years established formal 
clearing houses, and reported their clearings, the totals for the 
whole country must have been swelled by the entry of transac- 
tions which before were not counted, but must still have taken 
place. The reported figures for the whole country must, there- 
fore, exaggerate the real increase; but, even if no account be 
taken of that fact, it appears that the bank clearings do not 
increase as rapidly as does the population of our country. That 
is, if reduced to the per capita measure, the bank clearings show, 
in their irregular course, rather a decrease than an increase.’ It 
is, therefore, extremely probable that the bank clearings of the 
country have not increased as rapidly as has the amount of 
exchanging ; and, if the clearings be accepted as a reliable indi- 
cation of the checking, it appears by this third evidence that 
credit money is losing rather than gaining in relative importance. 

It will be perfectly easy for a careful reader to see that not 
one of the computations or discussions of this paper results in 
proof: perhaps not all together do this. There is in nearly all 
parts a great deal of assumption of probable truth and a great 
deal of rough computation ; and, consequently, the most that can 
be claimed for the conclusions is that they are probably not far 
from the truth. But that much may be claimed with safety. The 
harmonious testimony of facts brought from different sources and 


Year per capita Total Clearings | ings Year ita | Total Clearings 


1878 | $15.32 | $27,814,000,000 | $ 584 || 1887 | $22.45 | $51,147,000,000 | $872 
1879 16.75 38,526,000,000 788 || 1888 22.88 49,541,000,000 | 826 
1880 | 19.41 | 49,990,000,000 997 || 1889 | 22.52 | 56,175,000,000 | 917 
1881 21.71 63,47 1,000,000 1237 || 1890 22.82 60,829,000,000 971 
1882 22.37 60,878,000,000 1160 || 1891 23.41 56,947,000,000 | 890 
1883 22.91 51,731,000,000 963 || 1892 24.44 62,109,000,000 | 950 
1884 | 22.65 44,200,000,000 805 || 1893 | 23.87 54,309,000,000 | 811 
1885 | 23.02 41,474,000,000 739 || 1894 ienwa 45,615,000,000 rr 
1886 21.82 49,294,000,000 859 


The figures for the circulation outside of the Treasury and for the population are 
from the Statistical Abstract for 1893; the figures for the total clearings are from 
MUHLEMAN, Monetary Systems of the World. 
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by different ways cannot be disregarded. The conclusions which 
may and must be drawn are these: the system of bank money 
has indeed had a wonderful growth, and the purchases and sales 
annually made with the credit currency are very great in amount ; 
but money of the old sort is by no means out of date. It is 
quite impossible to determine with any exactness the ratio of 
cash to credit paper in the modern market. It is quite probable 
that the two media of exchange play about equal parts; but of 
that nobody should venture to speak with confidence. Of 
changes in the relative importance of money and money substi- 
tutes it is somewhat safer to affirm. That recent years are seeing 
the field of credit money slowly contracted is pretty well proved. 


WILLARD FISHER. 
WESLEYAN UNIVERSITY. 


SOME IMPORTANT PHASES IN THE EVOLUTION OF 
THE IDEA OF VALUE. 


VALUE, PRICE, AND WORTH. 
I, 
VALUE AND PRICE, 


Tue idea connoted by the term “value” is intimately asso- 
ciated with the most remote experiences of the human race. 
Ever since it has been possible to predicate desirability of any- 
thing, have values existed. In the pastoral and even in the 
feudal periods, income was directly from the land and from 
services of villeins; exchange was largely barter; and it was not 
yet possible to use so large a term as “value” for so small a 
category as that where definite quantities of goods were exchanged 
against each other. Specialization of the term first became 
imperative with the advent of the industrial revolution. Then it 
was that men began to seek vehicles by which to convey their 
convictions upon economic matters; the metaphysical mind was 
called upon to supplement the political and mercantile; and 
“value” became a technical term. 

But the technical usage of the term was not settled once for 
all; nor is it settled today; nor can it be settled so long as the 
race progresses or suffers change in its organization and civiliza- 
tion. Alongside of the primitive conception of “that which is 
desirable” will always exist a special conception limited by the 
scope of the particular investigation as to things desirable. 
Yesterday, the scope of this inquiry was quite different from 
what it is today; and tomorrow it will be still different. The 
point of view of the desirable must change with the physiognomy 
of each succeeding generation, and the economist, as the student 
of value, must propose very different problems to himself and 
take very different points of view, as time advances. The 
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problem of yesterday stands in the economic primer of today ; 
and those who are content with its formule are behind the times. 
It is worth while to assemble a few threads of value theory, 
and to endeavor to place them in their true relation with the 
primitive conception. 

In Adam Smith we find the two leading conceptions that 
have occupied the attention of later thinkers, already fore- 
shadowed. That value tends to correspond with cost or expen- 
diture was stated with considerable force, but with a lack of 
precision which indicated the necessity of much further discus- 
sion. But mixed up with this idea of exchange value was a much 
more general conception of labor as the source of value. He 
tells us that one commodity may be less variable than another ; 
and that, of all commodities the least variable is labor. Clearly 
he did not attach to value the sole meaning of proportion in 
exchange. If the exchange proportion of two commodities 
varies between two points of time, it must be possible to con- 
ceive that the cause of the variation lies in one of them to the 
exclusion of the other. The exchange theory of value, however, 
does not permit such a supposition. We are not allowed to 
inquire where the source and determinant of value lies. Careful 
writers of this school avoid the statement that cost of produc- 
tion is the cause of value; they tell us it is proportional to value. 
A change in value is a new proportion; that is all. 

If we are allowed, however, to inquire as to the cause of 
change in value, then it is possible to claim that some commodity 
is less likely to cause such change than any other. Smith said 
that labor was such acommodity ; and while he was far from the 
truth of later investigation, and was probably not unaffected by 
contemporary continental theories (which he was not unwilling 
to adopt in his contest with the Physiocrats), still we must credit 
him in this case, as in all others, with that virile common sense 
which has made his work enduring. 

Jean Baptiste Say misunderstood Smith—a failing more 
venial in a foreigner than in a native. He interpreted Smith’s 

* Wealth of Nations, book i. chap. v. @ 
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theory of cost of production narrowly to mean “labor to the 
exclusion of capital,” instead of the broad and liberal interpreta- 
tion of “labor” as a general term for expenditures of any sort. 
Capital being productive as well as labor,’ the latter could not be 
the sole source of value, although it is true that capital and labor 
enter into production in similar proportions, since labor is limited 
by capital. But Say, while in terms denying his master, was really 
making valuable additions to Smith’s vague notions. The only 
satisfactory analysis of value was stated to be the utility added to 
matter by capital and labor.* But the age was not ready for the 
idea. Say’s “utility’’ soon lapsed into vulgar “usefulness.” 
The Smithian conception, which was perhaps that of a sustained 
average of human expenditure which was to form a sort of court 
of appeal in all cases of value occurring not only at any given 
moment, but from age to age, was not dreamed of. However, 
the very use of the term “utility” marks an advance towards the 
conception of value as a category of utilities. 

Ricardo considered utility (usefulness) to be a necessary 
concomitant of value. It was a sort of inductor of value. It 
acted like butter to precipitate salt in the salines by its mere 
presence, without combination. Scarcity, also, would unde- 
niably create value; but it was not imagined to link scarcity and 
utility firmly together. Taking things as they go in this busy 
world, the general measure of value was labor. But it was absurd 
in Smith to talk of labor as a measure in any other sense than in 
that of exchange. A commodity will not purchase the same 
amount of labor that it took to produce it. The sole means of 
determining whether a commodity has risen or fallen in value, is 
by comparing it with a great number of other things. This test 
will show that labor is just as variable in value as anything else.3 
An invariable standard would show, not whether wages were high 
or low, but whether more or less labor were expended on the 
article. Even then the query remains whether it is labor that 


* Political Economy, book i. chap. iv. 
® Political Economy, book i. chap. i. 
3 Political Economy, chapter on Value, sec. i. 
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has risen, or the article that has fallen.* Certainly no com- 
modity can be such a standard, because if the proportion of cap- 
ital and labor entering into the standard and the article to be 
measured vary there is no reason for saying that the one has 
changed in value more than the other.*, Thus Ricardo, while he 
develops to a high degree the idea of exchange value, rejects 
utterly the Smithian hints as to an absolute standard to be 
founded upon an analysis of the notion of labor, little surmising 
that he himself, in his great doctrine of marginal production, 
had furnished to the world a new category within which the 
Austrian school were to work out fully the vaguer Smithian 
conception. 

Ideas are instruments towards definite ends, and their devel- 
opment is s»bject to an extension into the psychic world of that 
law of survival of the fittest which has been shown to play so 
large a part in the organic world. Ideas, then, must be related 
to the times whose interests they are meant to subserve. Con- 
stant experiments are being made in the psychic world. All are 
rejected except that one whose results subserve the most and 
greatest uses. As time moves on, the erst successful idea is 
shorn of many of its applications, and finally disappears or is 
completely transformed to suit new circumstances. 

This statement is peculiarly true of the idea of value. At 
the discovery of America, this idea was chiefly associated with 
military predominance in inquiries as to the true source of the 
greatness of the state. With the advance to the mercantile phase 
of national activities, the military idea still surviving but grad- 
ually waning, attention was turned more towards material wealth. 
Speculation on this point made countless experiments, the most 
nearly successful of which was that of the Physiocrats, and 
finally reached equilibrium in the exchange-value of Adam Smith 
and Ricardo. But the scene has again shifted. Exchange value 
is shorn of much of its former importance. It stiil has, indeed, its 
part to play as the weapon against exaggerated state-interference. 
But new circumstances are calling for new ideas. Formerly the 


* Political Economy, chapter on value, sec. iii. 2 Jbid., sec. vi. 
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inquiry was about the wealth of nations; now it is about the 
wealth of individuals. Free trade was to enrich nations; free 
choice is the inalienable quality of individuals, and upon free 
choice is founded a theory of value which shall refute the para- 
sitic socialist theory (which was founded upon the doctrine of 
free exchange of equal amounts of labor, and was hurling the 
economic scheme into chaos), and shall again render a rational 
account of the prevailing régime. 

The new doctrine is, therefore, relative to its environment, 
and its survival depends upon the uses to which it may be put. 
Besides that of combating the socialists, the other one has been 
imagined of fully explaining the vaguer Smithian notion of value, 
and thus of placing the question of deferred payments upon a 
sound basis. If this attempt shall succeed, economic science 
will have registered its most signal triumph. It will have settled 
the most important of all questions of justice. For questions of 
justice are simply questions of natural law.‘ Deferred payments 
is, par excellence, the question of the day, and the theory which 
shall settle it will acquire a lasting supremacy. Ina sketch 
of the development of technical concepts of value, some expla- 
nation of the application in question must not be omitted. 

Ricardo interpreted Smith’s “labor” quite materially as 
‘“‘day’s labor.” Smith, we have seen, had a further conception — 
an instinctive feeling that somehow the man-commodity, the 
labor, must be the standard of all others. The technical con- 
cept “utility,” hastily glanced at by Say, and rather too meta- 
physical and mathematical for Ricardo’s practical and arithmetical 
mind, is nevertheless the fruit of Smith’s intuition. The ques» 
tion which has grown to full stature today remains the same 
which Smith saw in the shadow of coming things long ago, one 
of a standard which should establish value in Aime. The Ricardo- 
Mill concept is purely momentary and static. Regarding the 
mass of commodities produced through time as a column, that 
school took value as a section of the column at a given height. 


*See the present writer’s article on “Distributive Justice,” Medraska Literary 
Magazine, May 1895. 


| 


EVOLUTION OF THE IDEA OF VALUE. 419 


The new concept is worked out through subjective value. A 
man carries his pleasures and his exertions to the point where the 
margins of pleasure and of sacrifice correspond, so that the last 
increment of pleasure exactly repays the last dose of labor. 
Taking the margins in each case as determinants, we may find 
the subjective value of his total pleasure by dividing it by the 
marginal pleasure. In the same way we may find the subjective 
value of his total sacrifice by dividing it by the marginal sacri- 
fice. Now to the man these ratios of values must be equal. 
At a different point of time, the same method of measure- 
ment holds true; and the values obtained in this way are homo- 
geneous quantities, capable of direct comparison. The man has 
a means of determining whether he is getting and giving more 
at one time than at another. 

Again, if a man acquire goods, the total satisfaction deriv- 
able from the goods does not increase so fast as the stock of 
goods increases; the marginal increment of pleasure does not 
decrease so fast as the stock of goods increases: the subjective 
vaJue of a given addition to the stock will decrease, but not in 
proportion to the increase of the stock. The last amount of 
satisfaction which he cares for under the circumstances will indi- 
cate exactly his point of view as to the value of pleasure to him. 
If, therefore, we divide the amount of goods corresponding to 
the last amount of pleasure into the whole stock we shall obtain 
a figure representing the subjective value of the goods; and this 
method will apply to all different moments. The marginal 
amount of pleasure decreases, the marginal amount of goods 
increases; consequently, when the total amount of pleasure 
increases, the stock of goods must increase more rapidly. 

The same reasoning is true of value calculated on the basis of 
the ratio of the whole stock to the increment that corresponds to 
the last dose of labor applied in order to procure it. If the stock 
increases faster than the amount of pain that corresponds to the 
last increment, that is, if the rate of product to expenditure 
increases relatively faster than the stock increases, then the value 
of the stock increases faster than the amount. If the stock 
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increases more slowly than the effort to obtain the last increment 
increases, then the value of the whole stock increases less 
rapidly than its amount increases. 

This, then, is the law of subjective value. Now, how are we 
to derive from individual experience a law of value applicable to 
the generality ? How far is the experience of the individual true 
of the community? This important question is sought to be 
answered by translating subjective into objective values; and this 
result, again, is accomplished by a modification of the former 
method. Evidently the community is not concerned with that por- 
tion of the individual’s pleasure which is peculiar to himself and in 
which it has no share. Neither is the community concerned 
with that portion of the individual’s costs which is peculiar to 
him and does not constitute a charge upon it. The result is that 
in any consideration of values as affecting the generality rather 
than individuals, both consumer’s and producer’s rent, both the 
credit and the debit side of rent, must be excluded. The total 
pleasure of the community as such is simply the satisfaction 
afforded by the last increment of goods multiplied by the num- 
ber of increments; the total pain is equal to the total number of 
increments multiplied by the cost of the last increment. Hence, 
if we desire to compare the objective value existing in the com- 
munity at two periods, we simply compare the ratios of the stocks 
to the increments corresponding. to the last pleasures or efforts. 

In this case, as in the case of subjective value, total value 
increases pari passu with stock only when the stock increases as 
fast as the ratio of pain to the last increment of goods increases ; 
and increases less rapidly than stock in all cases where marginal 
cost increases more rapidly than marginal product. The differ- 
ence between the two cases of subjective and objective value is 
simply this, that the mass of pleasure or pain is greater in the 
former case than in the latter, so that total subjective value 
(commonly called utility) increases more rapidly than total 
objective value. 

The difficulties in the way of this process of reasoning are 
those which affect every application, by general averages, of 
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reasoning which can be more precisely posited for individuals. If 
it is hard to conceive of a last effort and a last increment in the 
case of a man, how much harder in the case of a community ; 
while the conception of consumer’s and producer’s rent in the latter 
case may seem almost to pass comprehension. Rent asa category 
of distribution affects individuals as a plus or minus, but is neither 
a cost nor a profit to the community. The greater capacity which 
one purchaser has above another, of enjoying or of utilizing 
his purchase, does increase its advantage to him. Undoubtedly, 
the greater capacity which one nation or generation has of 
enjoying or utilizing its products increases their value to it. The 
difficulty is in forming any economic conception of the power of 
enjoyment or of utilization possessed by a people or a genera- 
tion. Marginal efforts are more tangible. Some class will 
always be the one that is just willing to purchase ; and the whole 
stock of goods is capable of statistical ascertainment. It is on 
the ground of indefiniteness, intangibleness, and unreality rather 
than on that of metaphysical inconceivability that the reasoning 
of Professor E. A. Ross* seems more open to criticism than that 
of the late Dr. L. S. Merriam.? It is possible to conceive of a 
community as making a last effort for a last enjoyment, for the last 
effort of a class is, in a sense, the last effort of a community ; 
but can we conceive of the community, as a community, as receiv- 
ing uniformly larger returns for early doses of labor, or uniformly 
greater pleasure from previous returns? The authority of Pro- 
fessor Alfred Marshall seems to be against this conception.3 

The discussion as to the question of justice is given in out- 
line by the accompanying table, which presents the application 
of the four theories so clearly stated by Professor Ross, to the 
cases of rising and falling prices under the suppositions (1) that 
the cause lies in money and (2) that it lies incommodities. The 

*“Total Utility Standard of Deferred Payments,” E. A. Ross, Annals of the Amer- 
ican Academy, November 1893. 


*“ Theory of Final Utility in Relation to the Standard of Deferred Payments,” 
Annals of the American Academy, January 1893. 


3 Principles of Economics, vol. i. book iii. chap. vi. sec. 2. 
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TABLE SHOWING DIFFERENT SOLUTIONS OF THE QUESTION OF DEFERRED 
PAYMENTS 


when prices rise 


because gold falls, .¢., 
money is more abundant. 


theory modity value value 
theory theory theory 
I 2 3 4 
circulation should be 
decreased so as to restore old 
prices. 


because commodities rise, 
¢., are less abundant. 


labor com- objective subjective labor 


theory 


comm. 
theory 


6 
| 


more 
money 
should 
be put 
in cir- 
cula- 
tion in 
order 
that 
credit- 
ors 
may 
obtain 
as 
many 
com- 
modi- 
ties as 
before. 


obj. subj. 
value value 
theory theory 
7 8 
more money 
than in 5 but 
less than in 6. 
8 requires 
somewhat less 
money than 7. 


when prices fall 


because commodities fall, 
are more abundant. 


because gold rises, 7. ¢., 
money is less abundant. 


labor comm. obj. subj. 
theory theory value value 
theory theory 

9 10 II 12 
~- 

circulation should be 
increased so as to restore 
old prices. 


labor 
theory 


13 
| 
the 
same 
am’nt 
of 
money 
should 
remain 
in 
circu- 
lation. 
More 
com- 
modi- 
ties 
means 
easier 
to pro- 
duce 
them. 


comm. 
theory 


14 
| 
less 
money 
should 
be left 
in circu- 
lation in 
order 
that 
debtor 
may not 
have to 
return 
more 
com- 
modi- 
ties than 
he re- 
ceived. 


obj. subj. 
value value 
theory theory 
15 16 
less money 
than in 13 but 
more thanin 14. 
16 requires 
somewhat more 
money than 15. 
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conclusion is that in every case where a change in general prices 
is due to the circulating medium, then the amount of money 
should be increased or diminished so as to bear the same pro- 
portion to commodities as before. When, however, the change 
is due to commodities, the answer varies for the four theories. 
When prices fall, then, in the case of the labor theory (13), the 
same amount of money in circulation will buy only as much 
labor as before. It will buy more commodities; but more com- 
modities are now produced by the same labor, and the creditor 
is entitled to the produce of the same amount of labor. In the 
case of the commodity theory (14), however, the creditor is 
entitled to exact from the debtor only the same goods which he 
originally parted with; and this can be accomplished only by 
increasing the money in circulation as fast as commodities have 
multiplied, so that a dollar will buy precisely the commodities it 
bought before. Under the theories of objective (15) and subjective 
(16) value, the amount of money should be so increased that the 
creditor cannot exact the amount of labor from the debtor that 
he was entitled to when everybody was working harder than 
now; while the circulation should not be increased so that a 
return of the same amount of money will only entitle the creditor 
to exactly the same amount of goods, and he be thus debarred 
from all share in the increased productiveness of labor and the 
consequently increased wealth of the community. According to 
the objective standard, the circulation should vary as the quan- 
tity of goods divided by the marginal amount or determinant of 
value. This determinant is to be found by taking the ratio of 
quantity of the last effort of the community to the amount of 
goods produced by it. 

Just how this theory may be materialized into the practice of 
everyday life has not yet been explained. The process would 
be somewhat as follows: in the first place, we have the means of 
establishing directly the proper correction for the commodity 
theory (6 and 14), as well as for I, 2, 3, 4,9, 10, 11, 12. It is 
the irony of the history of economic theory, and a proof that the 
author of a theory is often little aware of the uses which it may 
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subserve in the free competition of ideas for survival, that Jevons, 
the champion of the subjective theory of value and the arch- 
opposer of Ricardo’s value in exchange, should have advocated a 
principle of deferred payments which Ricardo himself advocated 
consistently with his own principles; and that Jevons, further, 
should have furnished the most elaborate dataand processes for the 
realization of this principle of deferred payments in his tables of 
prices founded upon articles in common use, and hence commonly 
known as the Standard of Desiderata, or Tabular Standard. It is, 
however, only historic justice, that when we have found, through 
Jevons’ system of average variations, the amount of money that 
will satisfy the average increase of commodities, we should then 
use these data to obtain a quantity of circulation that will answer 
the theories of which W. Stanley Jevons is the honored author. 

How then are we to find the marginal effort and the marginal 
product? The task is not hopeless, but needs careful separate 
study. It might be possible to take a certain industry as typical 
of the average of the increase of product and decrease of effort. 
The question of effort would again be complicated by the fact of 
co-operation of capital with labor. Laying aside the myriad nice- 
ties which would severally go to the root of wide realms of ethics 
and of value theory, we may suppose that the exertions of labor 
are now carried to only eight hours while they were previously 
carried to ten. Suppose further that the exertion of eight hours 
produces a product of four, whereas, at the former period, an 
exertion of ten hours only produced a product of three. There- 
fore three-fifths multiplied into the amount indicated by the com- 
modity standard indicates the amount demanded by the objective 
standard and marks the diminution from the total returns of 
labor which the creditor must concede on account of the 
generaliy less intense effort which prevails in the community.’ 

* Suppose the comparison to lie between the years 1880 and 1890. 


Amount of Goods Hours of Labor Marginal Product 
1880 x 10 
1890 y 8 4 
Then the determinant for 1880 is ;4 and for 1890 is $, and the ratio of increase 
of wealth is By 3y 
5x 


2 is found by the tabular standard. It only remains to multiply by 3. 
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That some such result must be reached both history and the 
doctrine of evolution inculcate. In days of slavery absolute 
ownership of the slave and of his product was justifiable. Man 
was not free physically because he was not free mentally and 
morally. Greater inventiveness, wealth, and freedom went hand 
in hand; the master, now become creditor, was compelled to 
diminish his claim on the slave, now become debtor, just in 
proportion as invention had, by increasing the general wealth, 
decreased the strenuousness of life. We thus see the question 
of deferred payments placed where it belongs today as the cen- 
tral point of economic doctrine. 

In order satisfactorily to answer this question, it is true, we 
must also answer every other question of social evolution. The 
socialist who claims that man is still a slave, is provided mathe- 
matical means of measuring the degree of slavery, if he choose 
to employ so inappropriate a term. The demagogue who rants 
about the oppression of one class by another, is furnished food 
for reflection on the oppression of each class by itself. Above 
all, this investigation is impossible without previous agreement 
that the question of value is identical with the question of jus- 
tice; and that when we have established what value is, then we 
have also established the principle of justice for the category in 
question. 


The question of prices is quite foreign to exchange value. 
Ricardo is authority for the quantity theory, according to which 
a large or a small amount of money may equally well serve to 
transact the sales of the community. The chief use of a dissem- 
ination of the truth contained in this statement will still be to 
dispel the vulgar confusion of money with wealth. The general 
level of prices has nothing to do with wealth, nor, indeed, with 
its distribution, except in the large class of cases in which we are 
here especially interested, of outstanding obligation—debitum in 
presente, solvendum in futuro. This is just the class of cases that 
comes under the theory of objective values. The question of 
prices is therefore the question of objective values, and in the 
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solution of this question it makes the greatest difference in the 
world whether the cause of the new ratio of exchange lies with 
the one commodity or with the other, with money or with goods." 

In concluding the statement of the objective phase of the 
development of the technical idea of value, attention must anew 
be directed to the grave difficulties which attend the utilization 
of this phase for the solution of the question of deferred payments. 
On the success or failure of this attempt must largely depend 
the survival of this phase. The difficulties alluded to are pre- 
cisely those which accompany all generalizations from individual 
experience to that of the community. The community is an 
organization rather than an organism,? and it should strive to 
help the individual when he is made to suffer by the action of 
a social norm. There is no instance in which social laws act 
more ruthlessly of individual interests than in that of deferred 
payments. A change in the volume of the circulating medium 
affects all absolutely and generally. If it is right that the law 
should act universally (and the meaning of the term is an 
admission of the right) it is obvious that we must be extremely 
careful in our generalization. If it seems to us that debtors are 
suffering, and that our adjustments of finance will relieve them, 
it may turn out that the debtors are the wealthy, while the credi- 
itors are the poor. Whichever way we legislate, some will suf- 
fer, and it will be a colossal task to show that none of this suf- 
fering is caused by our legislation. Mere progress does not 
demand so much of us, but our sense of the ideal does. Prog- 
ress allows suffering; idealism forbids it. 


* Professor F, W. Taussig remarks: “The appreciation of gold ts the general 
fall in prices. The two are not related as cause and effect, they are simply two names 
for one and the same thing — namely, a different rate of exchange between gold on 
the one hand and commodities in general on the other, by which the same amount of 
gold buys more commodities than before.” This statement is perfectly true of exchange 
value. Professor Taussig is, however, here speaking of objective values: “ Never- 
theless, the improvements in production do seem to me to have an important bearing on 
the question in hand: a bearing not on the simple fact of the appreciation of gold,” 
etc.— The Silver Situation in the United States, p. 106. 


* FRANKLIN H. GippinGs, 7he Theory of Sociology, p. 74 (Supplement to Anna/s 
of the American Academy, July 1894). 
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In reasoning from the individual to the community, we are 
committing the sin of supposing the “economic man”’; but this 
much abused person is, nevertheless, up to the present writing, 
an economist’s necessity. The community has no “last buyer” ; 
it certainly has neither pleasures nor pains; and the rule that is 
satisfactory to one pair of creditor and debtor may be unsatis- 
factory to another. In adopting a general rule we must show 
that those who are not satisfied nevertheless ought to be and 
would be if they knew enough and if their altruism were devel- 
oped up to a point indicated for the community. While, there- 
fore, the doctrine of marginal utility is applicable with hesitation 
to a community, it contains germs of suggestion that may carry 
us, by analogy at least, far toward a practical solution of the 
question of deferred payments. 


II. 


WORTH. 


Viewed from the individual standpoint, however, it is clear 
that neither the labor theory nor the commodity theory can 
stand for a moment (see table). According to the labor theory, 
if commodities multiply, (13) the creditor is entitled to a return 
of what the same amount of labor will produce which produced 
the commodities with which he originally parted, and therefore 
prices should fall exactly as much as goods have multiplied, 2. ¢., 
been more easily produced. Suppose the creditor supplied cer- 
tain machinery. Such machinery is now produced more easily 
and proportionally more should be returned. But now suppose 
that there is a greater demand for such machinery; tor some 
reason it has become more desirable than before. We have here 
an effect independent of abundance, due to an absolute change 
in people’s tastes. Is the creditor to be allowed to reap the 
whole benefit of increased productiveness and to make no abate- 
ment on account of the greater desirability of the article, in 
spite of its greater abundance? The most casual observer of 
the subject will answer at once that the circulating medium 
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should be increased exactly enough to allow the debtor to 
retain that portion which is not due to labor but to taste or 
desire. This is simply an acknowledgment that the utility and 
hence value of the machinery has not decreased so fast as its 
quantity has increased. 

The commodity theory (14) is also not tenable for a moment, 
for the obvious reason that if the circulation is so increased 
that the debtor is compelled to return only the machines he bor- 
rowed the creditor cannot exchange them for nearly as much 
as he could originally ; still they have not depreciated so fast as 
machines have multiplied, because there is a greater demand for 
them. 

This further examination of the incapacity of old concep- 
tions to answer the burning questions of the day leads us to 
inquire whether the new appreciation of the part now known to be 
played by the inner and the outer worlds in the question of value 
may not shed some faint ray on its future. In order to place 
the matter in its simplest light, the reader’s attention is bespoken 
for a most elementary use of the graphic method (see accompany- 
ing figure). 

As inventions increase in a community and cost of produc- 
tion decreases the supply curve mm will move to the right, pro- 
ducing the supply curve m’n’. Fall in cost will lessen the price 
at which a person is willing to purchase each amount of the 
commodity, and thus move the demand schedule to the left. 
The demand curve ab becomes @a’b’. The equilibrium price z 
becomes x’. It is possible that advance in the arts has reduced 
price in this way for all commodities, except the one in use as 
the medium of exchange. Since the prices of all things are 
proportionally reduced, general exchange values remain the 
same, while increased cheapness is apparently accurately recorded 
by the general fall of prices. 

If, however, the advance in the arts extends to the medium 
of exchange, this measure of cheapness will disappear. If the 
supply of the standard commodity had remained constant, m’n’ 
and a‘b’ would have covered all questions of price; but the 
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lowering of the exchange value of the standard has raised 
prices again, restoring x’to x, and a'b’, m'n’ to ab, mn. 

Suppose, héwever, that the standard alone is unaffected by 
the advance of the arts. Do we have in the cheapening that 
appears to have taken place a true record of the greater abun- 
dance of goods, in every sense of the term, including the want 
of them; in other words, a true record of the increased wealth 
of the world? By no means. The supposition is that the 
demand curve has moved to the left because the supply curve 
has moved to the right. But such change in the demand curve 
for one good or for all goods may result from other causes. 
Scarcity is not the only reason for high values. The diamond is 
esteemed absolutely for its brilliancy as well as relatively for its 
rarity. It would be possible to claim that the love of brilliancy 
itself is the result of outer influences upon the individual or 
upon the race. But our supply curve may typify all outward 
influences, if we will; besides, the practical limits of our science 
allow the supposition of an inner and an outer when some other 
science does not step in to forbid us from making the distinction. 

A change of distributive efficiency in a single commodity 
with respect to all other commodities, or of all commodities 
with respect to the standard, when due solely to an inner and 
hence one-sided influence on the value intersection, may prop- 
erly be called a worth change. The price of an article is the 
result both of scarcity and of worth. If the demand curve is 
moved to theleft by increased supply, it will be moved further 
to the left by decreased worth. If, therefore, from the total 
diminution in price we subtract that due to abundance, we have 
left that due to worth. In the more common case the fall 
in price is retarded by worth. If, therefore, from the change in 
price that would have taken place had abundance alone operated, 
we subtract the change that actually occurred, we have left the 
actual increase in worth. 

Both worth and objective value are wholly the result of sub- 
jective estimate ; but objective value is partially a reaction from_ 
change in cost. Worth, however, is the result of mental or 
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moral convictions independently of the supply of the commod- 
ity. 

So elementary an explanation of worth has been given 
because it is in this direction that the future of the technical 
conception of value lies. The technical conception of value as 
a category of utility actually paves the way to the realm of 
spiritual goods, of a psychic economy, and of an ethical régime. 
Far as this future may lie before us, it is nevertheless the direc- 
tion in which society must progress. The satisfaction of mate- 
rial wants is derisory if it pave not the way for the satisfaction 
of the spiritual. Nor is this future completely shut off. The 
categories of progress are not separated by definite moments of 
time. The stone age and the lake dwellers are still represented 
by Digger Indians and Laplanders. A technical conception of 
worth may be useful even today. 

If a community becomes convinced that material wealth is 
not, after all, so great a good as it was previously esteemed, 
then the exchange value of all material wealth will fall with its 
decreased worth, in so far as it is exchangeable against immate- 
rial. Various useful results will ensue. A higher worth of 
science might cause a people to confide its finances to experts, 
who, by a consistent fiscal policy, including, perhaps, the estab- 
lishment of an’objective standard of deferred payments, would 
do much to avert crises and even do away altogether with the 
necessity of the precious metals as the means of final payment. 
The exchange value of the precious metals would consequently 
decline, and that of other metals of more rational worth would 
advance. Thus a step would be taken toward the Utopia of Sir 
Thomas More, where iron was more esteemed than gold. When 
all things exchange according to worth, they will all exchange 
according to their ideal usefulness—the first notion of value to 
suggest itself to men, the last to become clearly disengaged. 
Suppose, again, that workingmen lost their unreasonable 
hatred and distrust of capitalists through a high worth of brains 
and patience. They wouid then gladly adhere to the decisions of 
boards of arbitration. They would see in the savings, patience, 
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and ambition of others the means of their own enrichment. 
The problems of capital and labor would remain, but the cleav- 
age between capitalists and laborers would disappear. Temper- 
ance would increase. Laborers would be also capitalists, and it 
would be recognized that capitalists are also laborers. 

Worth changes can occur but slowly. Worth is an element 
of objective value, and like it must express a general or average 
rule as to the state of popular estimate. The truth of yesterday 
is the truth of the people. The popular mind but lamely and 
partially appreciates the complexity, significance, and possibili- 
ties of society. Its ideas have been formed by the experiences 
of the distant past. Some thinkers deny that progress has any 
rational sanction. Most people do not advance in education 
beyond the common school. The common school inculcates 
inventions and discoveries of the Chaldeans or early Arabs. 
The secondary schools, academies, and colleges instil results 
accomplished by the Greeks, Romans, and Medizvals. It is the 
university alone that seeks to synchronize men’s minds with cur- 
rent events; to seize and transfigure as static entities the norms 
of the fleeting hour; to make the truth of today the truth of 
the people. Just in the degree that popular intellect advances 
from the common school plane to that of the academy and of the 
university, will the technical conception of value so change that 
worth will be equivalent to utility, and utility to usefulness. 

The term “value” is, then, a tool of thought, which has 
varied in its mechanical construction with changing needs of 
premises for arguments. In exactly the same way, the term 
“card” has connoted, first, a simple hand tool, and later a 
complicated steam-driven mechanism. The Ricardian school 
employed “value’’ for the ratio in exchange which corresponds to 
relative sacrifices or expenditures. The newer Austrian school 
uses it for an estimate of relative usefulness, called ‘ utility,” 
which has been defined with metaphysical refinement, if not 
with mathematical precision. While the conception seems to 
carry us completely away from exchange ratio, it really does 
nothing of the sort. The old conception began with an imper- 
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fect appreciation of the element of time. ‘ Labor” was often 
taken too literally, and not as a broad term for sacrifice. The 
Ricardian school, especially Cairnes, sought to remedy this 
defect ; but they could not efface from men’s minds the cruder 
concept. It was, therefore, simply a further and an easy differ- 
entiation for a new learning to arise which should lay the chief 
stress of its reasoning upon the disputed and ambiguously com- 
prehended element of time. It was by freely employing and 
analyzing subjective and objective values that the new school were 
enabled to accomplish this result. They have, perhaps, gone too 
far. It would have been sufficient to demonstrate the important 
part played by time in establishing values. But it was thought 
necessary to represent it as the sole instrument employed by 
choice to the exclusion of labor, which was thus left, as on former 
occasions, as the residuary legatee of fashion and capital. 

It is wrong to regard the new conception as essentially contra- 
dictory of the older. It is larger and more comprehensive. The 
progress of the science demands it. To say that “value” is the 
one conception and not the other, is totally beside the mark. 
And yet it is proper to agree on the contemporary use of the 
term. The burden lies certainly upon those who propose to 
remove it from the meaning in which the Ricardian school has 
so firmly fixed it, of ratio in exchange. The newer conception 
is that of an objective utility, which is the result partly of inner 
choice and partly of the effect of scarcity upon choice, or, as it 
said, of want and provision for want. This conception must 
continue, for the present, to be called “objective value.” When 
we seek to modify prices in such a way as to mete out justice in 
cases of deferred payments, it is not to “value,” but to “‘ objec- 
tive value,” that we must appeal. The question of prices is the 
question of the number of counters to be used in exchange, and 
that is a question of objective value. 

The content of the term “economics” is itself a creature of our 
own times. Glancing into the future from a point of view already 
suggested, what we behold answers less and less to the present 
conception. We view philosophy and art, as in ancient Greece, 
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again most prominent. We become aware, as never before, that 
our own day is pre-eminently one of commerce and trading, of 
exchanges and payments, and of industrious toiling and moiling. 
The new scene is perhaps not exactly that which the new school 
meant to present to us when they were struggling to extricate 
the science from the socialist bog into which it had fallen. In 
this scene, exchange values are no longer visible. They are 
forgotten with the days of effort and struggle. Objective 
values, even, are recollected as an historical curiosity. Former 
objects of value are now as the spontaneous products of the 
tropical sun. Choice is perfected, for individuals have attained 
the capacity of consuming exactly that which conduces to their 
highest welfare. Scarcity and ignorance no longer affect choice. 

If this genus of choice is “utility,” it is certainly a different 
sort of utility from that which the new school meant to show to 
us. It is “worth,” which, we may suppose, in Arcadia supplants 
all technical conceptions of value. When we choose only that 
which we should choose in an ideal state, then we consume 
goods according to their true worth. It is true that there is a 
worth of today which is far from Arcadian, but, in proportion 
as the world so improves that men may and do consume in the 
manner indicated, then that general category which the race 
will indefinitely continue to predicate as “value” will specifically 
approximate to “worth.” The time is even now at hand when 
some such distinction in terminology may help towards scientific 
clearness. 

W. G. LancwortHuy TAYLOR. 
UNIVERSITY OF NEBRASKA. 
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THE tax system of Pennsylvania and Philadelphia is materi- 
ally different from that of Illinois and Chicago. 

1. The state of Illinois lays taxes on all property, real and 
personal, visible and invisible, unless specifically exempted ; 
Pennsylvania exempts all property not specifically designated. 

2. Illinois taxes all property at the same rates for the same 
taxing districts. Pennsylvania lays much lighter taxes on per- 
sonal and corporate property than on real estate. 

3. In Illinois, town, county, city, and state governments derive 
revenues from their respective rates imposed on the same assess- 
ments of local property. In Pennsylvania the sources of rev- 
enue are separated, the state government being supported by 
taxes on personal and corporate property and the local govern- 
ments by taxes on real estate. 

4. In Chicago eight independent assessors are elected by 
the original ‘‘towns” over which the city has spread itself; in 
Philadelphia property is assessed by a centralized board of three © 
assessors appointed by. a judge of the Common Pleas Court, 
with power in turn to appoint deputies. 

The contrast is marked. What are the financial results ? 


PHILADELPHIA ASSESSMENT, 1895. 


Class Value Rate 
43,064,800 1.23% 
$782,674,694 


I shall compare for the most part Cook county instead of 
Chicago with Philadelphia. Little discrepancy will result. The 
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county and city of Philadelphia are coterminous, and conse- 
quently include farm and suburban property which in Cook 
county would be found outside the city limits. See preceding 
page for classified taxes of property of Philadelphia for 1895. 

Suburban and farm property, taxed, like county property, at 
three-fourths and one-half the city rate, is 8 per cent. of all 
property. The property in Cook county outside Chicago is 10.5 
per cent. of the total. 


COOK COUNTY ASSESSMENT, 1894. 


Value Per Cent. of Total 
Outside Chicago. .... .... 28,532,790 10.5 


Only 7 per cent. of the population of Cook county is 
found outside the city limits. 


POPULATION OF COOK COUNTY, 1890. 


we 1,099,850 92.4 per cent. 
Outside Chicago..........secee 92,072 7.6 per cent. 


The census of 1890 shows that the tangible wealth of Illinois 
and Chicago is greater per capita than that of Pennsylvania and 
Philadelphia. If intangible property were included, Philadel- 
phia’s wealth would probably equal Chicago’s. 


WEALTH PER CAPITA, 1890. 


In 1890 Chicago contained 31 per cent. of the population of 
the state of Illinois and 30 per cent. of the true value of all prop- 
erty. She paid in 1894 31 per cent. of the state taxes. Phila- 
delphia, with only 20 per cent. of the population of Pennsylvania 
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and 17 per cent. of the property, paid in 1894 over three times 
as much state taxes as Chicago, and one-third of all that were 


paid by the state. 
POPULATION, 


Pennsylvania......... 5,258,014 | Philadelphia.......... 1,046,964 | 19.9 per cent. 
3,826,351 | Cook county........+. 1,191,922] 31.3 “ “ 


TRUE VALUE OF REAL AND PERSONAL PROPERTY, 1890. 


Pennsylvania. $6,190,746,550 | Philadelphia. .... $1,099,182,534* | 17.4 per cent. 
5,066,751,719 | Cook county..... —1,563,688,138" | 30.8 “ “ 


STATE TAXES, 1894.” 


Pennsylvania..... $11,343,031 | Paid by Philadelphia... $3,722,341 | 32.8 per cent. 
3,541,925 | Paid by Cook county... 1,130,872 | 31.1 “ “ 


REAL ESTATE. 


According to the Eleventh Census, the true value of real estate 
in Pennsylvania was $3,781,177,285. It was assessed at $2,042,- 
016,599, or 54 per cent. of its true value. Real estate in Illinois 
at its true value was worth $3,294,042,440—only 13 per cent. 
less than that of Pennsylvania,—yet it was assessed at $587,- 
442,289—71 per cent. less than the assessment in Pennsylvania 
and only 14.7 per cent. of its actual value. 

In the city of Philadelphia the true value of taxable real estate 
and improvements in 1890 was $1,003,151,907. This was assessed 
at $688,713,518 which was 68.6 per cent. of its true value. The 
report of the Pennsylvania Tax Commission of 1893, as a result 
of wide investigations, places the assessment at 64.9 per cent. of 
the actual value. 

The weight of evidence shows that the assessment in Cook 
county is but 10 per cent. of the true value. This is the estimate 
given by the secretary of the Citizens’ Association in his report for 

* The figures for Philadelphia and Cook county are furnished in advance of publi- 
cation by Mr. J. K. Upton, late special agent, Eleventh Census. 
* For details see pp. 448, 449. 
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1894 and by the city controller for the same year. While, therefore, 
in Philadelphia the assessed value of realty in proportion to true 
value is 20 per cent. higher than the average for the state (65 
per cent. to 54 per cent.), in Chicago the assessed value is 32 
per cent. lower than the average for the state (10 per cent. to 
14.7 per cent). 

The fact that assessors are elected by towns in Illinois 
induces competition between assessors to undervalue the prop- 
erty of their constituents. State taxes in 1893 and 1894 were 
31 cents on $100, yielding in 1893 for state purposes $2,673,- 
669.50. Property in Cook county being assessed at one-tenth of 
the true value, this would be a rate of 3.1 cents on $100 actual 
value of property. So far the burden is insignificant. But county 
taxes yield twice as much, namely, $5,540,681. The total 
average rate imposed by state and county is 9.8 cents on $100 
actual value of property. It would seem that for the state at 
large there would be but little motive to undervaluation. 

The key to the problem is found in Chicago. Beginning 
with the state rate of 31 cents yielding, in 1893, $847,909.43 in 
Cook county, we find next a county rate of 77.8 cents yielding 
$2,122,543.71. The total state and county rates are therefore 
only 10.88 cents on $100 actual value—but slightly higher than 
the average for the state. It is not these low state and county 
burdens but the relatively high city burdens that stimulate under- 
valuation. The city rate in 1894 was $4.807, to which should 
be added 50 cents for the sanitary district, making an aggregate 
rate for state, county, city, and sanitary district of $6.395 on 
$100. On the true value of property this would be over six 
mills on the dollar against less than one mill (.98) for the state 
at large. That is to say, the incentive to undervalue in the 
assessing districts of Chicago is seven times as great as the 
incentive in the rural towns of the state and in all cities which 
do not spread over more than a single assessing district. 

This is not all. The above comparison is made on the basis 
of the estimated rates on the true values of property. The 
actual rates on assessed values are, as already stated, ten times 
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higher. Undervaluation is a cumulating disease. The greater 
the undervaluation with the correspondingly higher tax rate the 
greater will be the temptation to undervalue. The total tax 
rate in Philadelphia is $1.85. In New York it is $1.82." The 
citizen who in either of these cities returns his property at $100 less 
than the average valuation saves less than $2 by his perversion. 
But in Chicago, with a like undervaluation, he saves four times 
as much. He saves the state, county, and city tax of $6.39% 
and a “town” tax varying from 22 cents in Jefferson town to 
$1.593 in the town of North Chicago. The returns are large. 
Every $100 thus “invested” remunerates the proprietor all the 
way from $6.61% in Jefferson to $7.99 in North Chicago.” And 
where individuals save these amounts by depressing their assess- 
ments $100, the town itself, through its attorney the assessor, 
saves $6.39% from its share of city, county, and state support. 
As long as the same*sources of private property are used for 
town, county, and state revenues while the original assessment 
lies wholly with town-elected officials, the larger areas must pro- 
vide boards or commissions with power to revise and correct the 
local valuations. The county commissioners in Illinois are 
ex officio a board of equalization for the towns, while a state 
board of equalization has the same power over counties. The 
state board may add to or deduct from the assessed values of 
counties ‘‘such rate per centum as will raise the same to [their | 


1893. 
? TAX RATES IN CHICAGO—1I894—ON $100. 

Towns. State County ci Sanitary Aggregate 
South Chicago.....| $.31 $.778 $4.807 $.50 $ .396 $6.791 
West Chicago...... 31 -778 4.807 -50 853 7.248 
North Chicago..... «92 -778 4.807 -50 1.593 7.988 
Lake View... 00. +31 -778 4-807 -50 -997 7-392 
31 -778 4-807 -466 6.861 
31 -778 4.807 -50 -556 6.951 
-778 4.807 «50 -220 6.615 
31 -778 4.807 6.235 


Arranged from data published in the Annual Report of the Citizens’ Association 
of Chicago, October 1894. 
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proper proportionate value,” providing, however, that the aggre- 
gate valuation of the entire state, as returned by the county boards, 
be not decreased whatever nor increased more than 1 per cent. 

There are state boards of equalization in 25 American states. 
Of these the Illinois board is probably the most inefficient, 
whether it be from its awkward constitution —— 22 members elected 
by congressional districts—or from the impossible task laid upon 
it. In 1873, the first year of the present board’s existence, the 
equalized value of all property in the state was $1,355,401,317, 
which, on the basis of the census returns for 1870, was about 
64 per cent. of the true value. In 1890 the equalized value had 
fallen to $808,892,782, which was only 16 per cent. of the true 
values of that year." 

The state board, of course, can have but little knowledge of 
assessments throughout the state. Besides equalization proper, it 
has original jurisdiction in the assessment of corporations. Its 
work is done by committees. Indeed, its election by districts 
shows that not judicial fairness but sectional advantage is its 
constructive principle. Cook county furnishes four members, 
the remainder of the state sixteen. The first act of the new 


*REAL AND PERSONAL PROPERTY IN ILLINOIS AND COOK COUNTY. 


ILLINOIS. 
Assessed by 
Equalized Board | Total Equalized] True V. 
Local Assessment Eq rue Value 

eee $ 482,899,575 $2,121,680,579 
$1,210,108,863 1,355,401,317 
1880....... 739,462,515 | $739,835,119 |$46,781,275 | 786,616,394| 3,092,000,000 
1890....... 727,549,707 | 729,246,477 | 79,646,205 | 808,892,782| 5,066,751,719 
737,989,016 | 740,380,027 | 84,271,601 | 824,651,628 

COOK COUNTY. 
$ 85,684,584 |$ 575,000,000 
$144,145,665 306,208,660 
ae 117,918,979 | $142,908,972 |$ 6,073,423| 148,982,393 
1890. 188,172,558 | 223,513,070 | 16,794,980] 240,308,050| 1,456,733,069 
207,928,853 | 255,349,882 | 20,608,350] 275,958,232 
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board in 1873 was to raise the local assessments of Cook county 
from $144,145,665 to $306,208,660, an increase of 101 per cent. 
Without this increase Cook county would have paid 11 per cent. 
of the state taxes; the board compelled it to pay 22.6 per cent." 


RATES PER CENT. OF ADDITIONS TO THE ASSESSED VALUE OF PROP- 
ERTY IN COOK COUNTY, AS DETERMINED BY THE STATE 
BOARD OF EQUALIZATION (REPORT OF 1894). 


Year Personal Lands Lots 
1873 68 122 107 
1874 76 10! 100 
1875 52 62 52 
1876 55 67 52 
1877 57 63 35 
1878 5 64 23 
1879 20 19 19 
1880 22 21 21 
1881 20 77 20 
1882 17 18 18 
1883 19 19 17 
1884 21 19 17 
1885 20 16 16 
1886 27 26 26 
1887 29 24 22 
1888 23 20 20 
1889 35 20 21 
1890 23 18 18 
1891 36 36 35 
1892 25 24 23 
1893 23 20 18 
1894 43 39 18 


Since 1873 the state board has regularly raised the valuation 
of Cook county relatively to other counties, though not to the 
extremity of 1873. There is an apparent reason for this. Local 
assessors and county boards throughout the state have approxi- 
mated more or less their valuations to the figures established by 
the board. The valuation by local assessors outside Cook county 
has decreased from $1,065,963,198 in 1873 to $530,060,163 in 
1894, almost one-half, while the local valuations of Cook county 
for the same years have increased from $144,145,665 to $207,- 
928,853, 2. ¢., about 40 per cent. The following table shows the 


*See note on p. 439. 


| 


TAXATION IN CHICAGO AND PHILADELPHIA. 441 


rates per cent. of additions to the assessed values of property in 
Cook county, and should be interpreted in the light of the fact 
that the total valuation of the state cannot by law be increased 
more than I per cent. The arbitrary action of the board is 
exhibited in the wide range of additions, varying in different 
years from a minimum of 5 per cent. in the case of personal 
property in 1878 to a maximum for lands of 122 per cent. in 
1873. This crude “equalizing” does not call out remonstrance 
and agitation because the state taxes are very low. If the state 
government collected $11,000,000 each year, as does Pennsyl- 
vania, the system would be abandoned. 

I do not mean to say that in Pennsylvania there is no under- 
valuation. The State Secretary of Internal Affairs in his report 
for 1893 gives the results of investigations in 21 counties, show- 
ing the recorded sales and corresponding assessments of real 
estate. In Somerset county, for example, lots are valued at 
from 10.6 per cent. to 200 per cent. of their selling value, while 
farms are assessed at from 6 per cent. to 151 per cent. 

These discrepancies have no effect on the share of the town- 
ship or county in state taxes, seeing that real estate is taxed only 
for local purposes, and there is of course no state board of 
equalization. For the same reason Philadelphia is not charge- 
able with initiating the competitive undervaluation. But it is not 
so with the counties. They are divided into minute assessment 
districts. Washington county has 54. Assessors are elected in 
each by popular vote. The evasion of county taxes is their 
sufficient motive to undervaluation. 


PERSONAL PROPERTY. 


The difficulty in reaching personal property by the taxing 
power is well known. European nations, except Switzerland, 
have abandoned the property taxes on personalty. The Swiss 
cantons are able to preserve this form of taxation mainly because 
“the rates are so moderate that the effect on capital is hardly 
perceptible.” In the canton of Berne the general property tax 


*BASTABLE, Public Finance, p. 422-3. 
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is one-fifth of 1 per cent., to which should be added in the city 
of Berne a communal tax of equal amount. At the same time 
the income tax is not paid on incomes from “interests, stocks, 
bonds, shows, deposits,” when these are subject to the property 
tax. In Basle the cantonal and communal taxes on property are 
in the aggregate only one-tenth of 1 per cent.* The highest 
rates are found in Zurich, namely, an aggregate of I per cent. 
for canton and commune.3 But this is a marked exception to 
the usual practice. Compared with the American rates of 1% 
to 2% per cent., the Swiss tax is very moderate, and contrasted 
with the Chicago rates they are insignificant. The lowest rate, 
that of Basle, is one-eightieth of the North Chicago rate, while 
the rate in Berne is one-twentieth. The same may be said of the 
taxes on personal and corporate property in Pennsylvania. The 
usual rate on corporate stock and bonds is five mills on the 
dollar, on personal property four mills. The latter is four times 
as high as the rate in Basle, exactly the same as the rate in 
Berne, but it is less than one-fourth of the rate on real estate in 
Philadelphia (1.85) and only one-twentieth of the rate on real 
and personal estate in Chicago. We should expect the Pennsyl- 
vania assessors to reach a larger proportion of personal property 
than do the Illinois assessors. Such is the case. 

In Philadelphia the moneys, credits, stocks, and bonds 
returned for taxation (not including corporations) in 1893 was 
$299,027,153.65. In Cook county the moneys, credits, stocks 
and bonds in 1894 were only $6,989,959. Granting that the 
Chicago assessors would designedly rate this property, so far as 
discovered, at one-tenth of its true value, we should have only 
$70,000,000 in moneys and credits reached for taxation against 
nearly four and one-half times as much in Philadelphia. Chicago, 
of course, is a younger city with relatively less accumulated 
capital, and, naturally, moneys and credits would be less. They 
may also be taken into account in assessing the capital of 
merchants and others, though the law requires their enumeration. 

*See Special Consular Reports, 99-100, p. 621. 

* Jbid., p. 628. 3 Jbid., p. 647. 
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While Chicago’s real and personal property is 45 per cent. 
greater in amount,’ we should not infer that her moneys and 
credits are greater. On the other hand, Pennsylvania exempts 
the stocks and bonds of all corporations in the hands of indi 
viduals where they have already been taxed to the corporation. 
Illinois exempts all save the shares of state and national banks, 
and exempts no corporate bonds whatever. These items, not 
taxable as personalty in Pennsylvania, should swell the returns 
in Illinois. With 45 per cent. more tangible property than 
Philadelphia, Chicago should return fully an equal amount of 
moneys and credits, namely, $300,000,000. Yet, if we may not 
compare the two cities directly, we may compare each with other 
counties of their respective states. The total moneys and credits 
in Illinois are $34,321,152, of which Cook county, with $6,982,- 
959, furnishes 20 per cent. The total moneys and credits in 
Pennsylvania are $607,664,408, of which Philadelphia’s share is 
nearly 50 per cent. And, contrasting only one of the various 
counties of Illinois, the banks of Winnebago county, with a 
population of 40,000, returned for taxation moneys and credits 
to the amount of $391,291, whereas the banks of Cook county 
returned only $53,925. 

Compared with other states the success of Pennsylvania in 
reaching moneys and credits is notable. In 1891, at the former 
rate of three mills, the assessment was $575,295,999. The 
ten states, Massachusetts, Ohio, Kentucky, California, Iowa, 
West Virginia, Illinois, Alabama, Minnesota, and Colorado 
returned the same year $317,449,151, only 55 per cent. of the 
amount in Pennsylvania. Yet these states, by the eleventh 
census, possessed three and one-half times as much real and 
personal property. Had their moneys and credits been returned 
in the same ratio the total would have been $2,023,000,000, 
instead of $317,000,000. Assuming that it should have been 
two and one-half times as great— $1,438,000,000—and that the 
average rate of taxes in cities where this class of property is 
mainly found is $2.50, these ten states, it must be admitted, 


*See p. 436. 
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secured more revenue than they would have done at the Penn- 
sylvania rate of 40 cents. Compared with Chicago, however, 
the revenue from moneys and credits at 20 times the rate is less 
than one-half the amount. At 7 per cent. the $6,989,959 in 
Cook county would yield $489,297. Estimating Chicago’s 
moneys and credits at $300,000,000, a four-mill tax would 
bring $1,200,000." 

But the more important problem is not, what rate will yield 
the largest revenue. Equally important is the question, at 
what rate will the burden be most equally distributed and the 
repressive effects on industry and morals be minimized. 

Here we should note the distinction between uniformity and 
universality. Both realty and personalty may be undervalued 
—realty may be uniformly undervalued —personalty alone may 


* MONEYS AND CREDITS RETURNED FOR TAXATION, 


True Value of Real and 
States Moneys and Credits2} Personal P Average Tax on $100 
Census 1 

Massachusetts ....... 1891 $ 79,368,819 $ 2,803,645,000 | $1.46 
1891 113,943,512 3,951,382,000 1.91 
Kentucky ....ccccecs 1891 38,544,858 1,172,232,000 1.35 
1891 25,819,360 2,533,7 33,000 1.70 
1891 21,421,627 2,287,348,000 2.92 
West Virginia ....... 1890 12,512,391 438,954,000 1.74 
(891 13,011,489 5,066,751,000 4.09 
1891 7,722,928 622,773,000 1.15 
err 1891 2,573,847 1,691,851,000 2.16 
1891 2,530,320 1,145,712,000 2.91 
peer $317,449,151 $21,614,381,000 $2.14 average 
Pennsylvania ........ 1891 575,295,999 6,190,746,000 +30 on moneys 
Pennsylvania ........ 1894 EE -40 on moneys 


Actual revenue of ten states from moneys and credits, estimated at 


Estimated value of moneys and credits in ten states on the basis of two 

and one-half times the amount in Pennsylvania ................ 1,438,240,000 


? Moneys and credits are given in a report of the Tax Conference of Pennsylvania 
Interests, 1892, collated from reports of state auditors. 


3 Includes about $4,000,000 in horses, carriages, etc. 
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escape. The high tax rates of Chicago increase the pressure to 
escape, and so increase relatively the burden on the honest, the 
poor, and the wards whose property is returned. 

Furthermore, from the standpoint of the farmers who con- 
trol tax legislation, of the $490,000 taxes on moneys and credits 
in Cook county only $21,000 goes to the state at large. If the 
Pennsylvania system were adopted by Illinois the entire tax 
estimated at $1,200,000 would relieve other property throughout 
the state from state taxes. The Illinois system by subject- 
ing moneyed property to local taxes burdens it in Cook county 
20 times as heavily as experience justifies, secures for the state 
less than 2 per cent. of the possible revenue, forces three- 
fourths of the property to escape, while the $470,000 obtained 
by the city, county, and towns is a most expensive and insig- 
nificant item compared with the $19,000,000 taxation for local 
purposes." 

The industrial bearing of the two systems is important. 
Moneys and credits are not localized but highly mobile. They 
represent productive investments not merely in the city where 
their holders reside, but throughout the state and other states. 
They are therefore peculiarly apt for state taxation. At the 
same time they tend to flow in the direction of least resis- 
tance, 7. ¢., where they are taxed the least. And if the state law 
subjects them to the high local taxes of Chicago, the only way 
in which the city can attract capital is by electing assessors who 
will grossly violate the law. In Philadelphia both the industrial 
and the immoral pressure is avoided by the state tax atjthe low 
rate while the fiscal returns are increased. 


?TAXES IN COOK COUNTY —STATE AUDITOR’S REPORT, 1894, P. 181. 


City Tax... ne 5,876,261.86 
6,128,682.01 
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The only other classes of personalty taxed in Philadelphia 
are carriages and wagons used for hire, and horses and mules 
over four years of age. Carriages and wagons are classed with 
moneys and credits, and pay a four-mill tax for state purposes. 
The assessed value of such property in Philadelphia in 1893 was 
$181,525, being 31 per cent. of the total for the state ($589,204). 
In Illinois all carriages and wagons, whether for hire or direct 
use, are taxed. Cook county furnishes 26,960, valued at $684,- 
084, being 6 per cent. of the number in the state (434,058), and 
18 per cent. of the total values for the state ($3,712,211). 

Horses and mules in Pennsylvania are assessed for local and 
not for state purposes, and the rates are the same as the rates on 
real estate. For this class of personalty, therefore, the Phila- 
delphia rate of $1.85 is four and one-half times the rate on other 
personalty and only one-fourth of the combined rates in Chicago. 


PERSONAL PROPERTY IN COOK COUNTY, EXEMPT IN PHILADELPHIA, 


1894. 
Enumerated Number Assessed Value Average 

Fire and burglar-proof safes.......... 397 $ 11,752 $ 209.87 
Billiard and pool tables.............. 154 3,385 22.00 
Watches amd Clocks. 7,597 28,721 3.78 
Sewing and knitting machines........ 5,232 23,400 4-47 
Melodeons and organs. ...........6+. 647 6,455 9.97 
Annuities and royalties .............. I 1,000 1,000.00 
Steamboats, vessels, etc.............. 234 48,645 207.80 

Unenumerated Assessed Value 
Material and manufactured 1,545,936 
Manufacturers’ tools, impiements, machinery............ 1,514,423 
Agricultural tools, 84,392 
Gold and silver plate and plated ware. ............ 2... 13,605 
Pawnbrokers’ property..... 2,000 
Household and office 3,053,460 
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Horses and mules in Philadelphia over four years of age (others 
being exempt) are valued at $3,404,935 and pay a tax of $62,- 
991.29 (at $1.85), while horses and mules of all ages in Cook 
county are valued at $874,815 and pay a combined tax of $61,- 
237 (at $7.00). Philadelphia has 10 per cent. of the values of 
horses and mules in the entire state ($32,585,620), while Cook 
county has 4 per cent. (of $19,480,994). 

Other kinds of property not taxed in Philadelphia are so 
notoriously undervalued or concealed in Chicago as to suggest 
the superiority of the Pennsylvania system of total exemp- 
tion. 

CORPORATIONS. 


The differences in the methods of taxing corporations in 
Illinois and Pennsylvania may be classed as follows: 

1. The Tax Basis.—In Illinois the old personal property tax 
on stock in the hands of individuals has been abandoned except 
for state and national banks. Bonds are supposed to be taxed 
as personal property. There remains but one basis for taxing 
corporations, namely, the true value of corporate stock. In 
Pennsylvania the personalty tax on individuals has been alto- 
gether abandoned and there are three bases of taxation: (1) 
Capital stock at its true value; (2) Funded debt; (3) Gross 
earnings. The second and third are external and certain, they 
leave nothing to administrative discretion, but they are glaringly 
unequal as between corporations. 

2. Organs of Assessment.—Neither state employs local asses- 
sors. In Illinois corporations are assessed by a special state 
board, in Pennsylvania by an ez officio board, the state auditor 
and treasurer. 

3. Destination of Revenues.—In Illinois the state board 
apportions the capital value of the railway corporations among 
the counties, and the county boards among the minor divisions, 
in proportion to the length of main track in such divisions. All 
depots, sidetracks, machine shops and other real estate are taxed 
where located. The property then pays the ordinary local rates 
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for local purposes as well as the state rate. In Pennsylvania 
railway corporations pay only the state taxes and no local taxes 
whatever on property which is necessary to the exercise of their 
franchises. This includes roadbed, depots, freight houses, water 
tanks, round houses, sidings, etc. Other lands and structures, 
as office buildings separate from depots, land held for future use, 
machine and repair shops, are taxed locally. All other corpor- 
ations in both states pay local taxes on real estate and other 
taxes upon the same basis as railways. Manufacturing cor- 
porations in Pennsylvania, however, are exempt from state 
taxes. 

4. Tax Rates.—The average rate on all property in Illinois 
in 1893 is stated by the auditor to have been $3.74. For Cook 
county it was $6.92. We have seen that for Chicago it ranges 
from $6.23% to $7.98,8;. The Pennsylvania rates are given 
herewith. For railways and similar corporations they were 
materially increased by the act of June 8, 1891, which went into 
effect in 1893. 


PENNSYLVANIA TAX RATES ON CORPORATIONS, PER $100. 


1892 1894 

RaILways, ETc. 


Realty not used for transportation, local rates. 
MANUFACTURING CORPORATIONS. 
Capital stock and gross earnings, exempt. 
Realty, local rates. 
Banks, INCORPORATED. 
Capital stock, $0.80 on par value, or $0.40 on actual 
value, at the option of the payer. 
Realty, local rates. 
BANKS, UNINCORPORATED AND PRIVATE. 
Realty, local rates. 


APPORTIONMENT OF STATE TAXES. 
The following tables exhibit the comparative share which 
each city bears in the support of its state government: 
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STATE REVENUES OF ILLINOIS, 1894." 
Resources Paid by the State | Paid, by Cook | 
1. Railways, 31c. on $79,231,164 and $17,- 
as $ 245,616 $ 52,707 21.5 
2. Other corporations on $4,994,777 and 
3. General property other than corpora- 
Total taxes apportioned...... $3,541,925 $1,130,872 31.1 
4. Miscel’ous, fees, etc., not apportionable nF 989,600 
Total state revenues.......... $4,531,525 
STATE REVENUES OF PENNSYLVANIA, I 894. 
Paid he | Paid by Phil- | P . paid 
1. Railways (apportionment estimated)....... $ 3,132,860] $ 313,286 10.0 
2. Other corporations (apportionm’t estim’d)..| 2,467,506 816,876 25.0 
Paid by the | Paid by Phil- 
3. Taxes (appor’nable) State adelphia 
Personal property. .| $2,386,751 | $1,156,597 48.4 
Banks, incorpor’d. . 511,069 127,980 25.0 
Private banks, net 
earnings........ 78,086 57,543 73.8 
1,366,137 676,292 49.8 
Writs,wills,deeds,etc 162,518 76,611 47.2 
Collat’l] inheritances 869,179 386,599 42.2 
Municipal loans... . 192,639 95,492 49.6 
Notaries, gross rec’ts 4,478 1,150 8.2 
i commiss’ns 14,175 3,650 25.7 
Fees of pub. officers 157,631 10,515 | 5,742,664] 2,592,179! 6.0 | 45.1 
Total taxes apportioned............. $11,343,031 $3,722,341 32.8 
4. Miscellaneous fees, etc., not apportionable...| 1,530,855 
Total state revenues............ $ 12,873,786 


Compare the first two systems respecting railway corpora- 
tions, which pay 94 per cent. of all corporate taxes in Illinois, and 


* The auditor’s accounts run for two-year periods, consequently item 4 is estimated. 
Items 1 and 2 are calculated from the equalized valuations and then deducted from 
the total general property tax to find item 3. 
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44 per cent. of such taxes in Pennsylvania.* In Illinois in 1894 
railway property ($79,231,164) at the average rate of $3.74 for 
the state paid in aggregate taxes to all divisions of government 
$2,964,953. In Cook county the equalized value of the corre- 
sponding property was $17,069,574, being 21.5 per cent. of the 
total for the state. The local rate of $7.00, however, would 
bring to the city and county $1,194,870, or 41 per cent. of all 
the railway taxes paid in the state, leaving only $1,770,083 for 
the remaining local divisions and the state government. 

The position of Philadelphia is in striking contrast. In 1894 
Pennsylvania railways paid for state purposes, apart from real 
estate locally taxed, $3,132,860.2 The state of Pennsylvania 
receives from its railways nearly twice the revenue derived 
by the state of Illinois and all the counties outside of Cook, 
and Philadelphia, instead of receiving 41 percent. of the railway 
taxes of the state, receives no share. If Philadelphia contained 
the same proportion of state railway property as Cook county, 
we might estimate her share of state railway taxes as 21.5 per 
cent. of the total. But the estimate would be too high. 
Remembering that the local rate ($1.85) is 30 per cent. higher 
than the average for the state ($1.414)3 we shall be safe in 
estimating the railway taxes surrendered by the city for the 
use of the state as 10 per cent. of the total railway taxation. 
Respecting other corporations, taxed like railways, which pay 
in Pennsylvania a tax of $2,467,506, there are likewise no data 
available for determining the share paid by the city. I have 
estimated it at 25 per cent., the same as bank taxes. Nine Phila- 


*COMPARATIVE TAXATION OF RAILROADS AND OTHER CORPORATIONS, 1894. 


Railways Other Corporations 


* Capital stock, $1,791,942; funded debt, $787,660; gross earnings, $553,248. 
> Preliminary Report on Real Estate by the Pennsylvania Tax Conference, p. 16. 
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delphia street car companies alone pay $273,000, or II per cent. 
of the state total. ‘Other corporations” in Chicago pay 71 per 
cent. 

Beside the state taxes on corporations whose apportionment 
must be estimated, we find a list of taxes aggregating $5,742,- 
664, whose origin can be directly located. Of these Philadelphia 
pays 45 percent. The personal property tax, of which Phila- 
delphia’s share is 50 per cent., has already been described, as 
well as the taxes on banks and private bankers. Licenses, col- 
lateral inheritances, and municipal loans furnish the largest 
remaining contributions. The last named is a four-mill tax on 
loans to be paid by the city treasurer and deducted from inter- 
est payments. 

Summing up this comparison we find that, apart from mis- 
cellaneous earnings of the state governments, Chicago pays 31 
per cent. of the state revenues of Illinois and Philadelphia pays 
32.8 per cent. of the threefold larger revenues of Pennsylvania. 


The Pennsylvania system is criticised on two grounds, com- 
plexity and heavy burdens on real estate. Its complexity 
is purely administrative and technical, and does not lie in 
that confusion of state and local revenues which character- 
izes the systems of other states. Preserving the separation 
of sources the system could be simplified by consolidating 
the corporation taxes, perfecting the assessment of mercantile 
licenses, and introducing certain clerical and administrative 
improvements. This matter is aside from the purpose of the 
present paper, and is only mentioned because critics have assumed 
complexity to be inherent in the system. 

Governor Pattison asserts in his message of 1893 that “real 
estate has undoubtedly borne the burden of the day in taxation. 

. So long as we continue raising our revenues upon the 
basis of values the injustice of compelling a value in land to be 
taxed beyond a value in personal property is heavily felt by 
many of our fellow-citizens.’”” He recommends “that a revenue 
law be framed by which the entire cost of the state government 
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should be paid by the taxation upon corporations and collateral 
inheritances, and the receipts from taxes upon other forms of 
personal property be returned to the several counties to relieve 
the real estate therein.” Governor Pattison refers especially to 
farm property. How does the criticism hold for Philadelphia ? 

Since the year 1883 the tax rate on “full” city property in 
Philadelphia has been fixed by the council each year at $1.85. 
The average assessment of real estate is 65 per cent. of its true 
value. The actual tax rate is therefore $1.19 ,2; on $100. Chi- 
cago’s highest rate is $7.98 on $100, and the average is $7.00. 
With property undervalued at Io per cent. the highest actual rate 
is 79.8 cents. Apparently, therefore, the tax on realty in Phila- 
delphia is 39.4 cents (49 per cent.) higher than the tax in North 
Chicago and 49.2 cents (70 per cent.) higher than the average 
for the city. 

A closer examination will show that the higher rates in Phila- 
delphia are caused not by the peculiar system but by (1) rela- 
tively higher expenditures for city departments, and (2) rela- 
tively lower revenues from supplementary sources. 

In the accompanying tables the main expenditures and reve- 
nues of the two cities have been reduced to what would be their 
corresponding tax rates on the true values of real estate. Assum- 
ing that property is valued at 65 per cent. in Philadelphia the 
assessment for 1894 of $769,930,542 would represent a true real 
estate value of $1,184,523,911. For the city of Chicago proper 
(excluding the remainder of Cook county) the equalized value 
of real estate for 1893 was $191,923,670, representing a true 
value ten times as great. With these values as a basis it will be 
seen that the total expenditures of both cities (after deducting 
transfers, duplicate entries, and rebates) are relatively such that, 
if they were to be paid entirely from taxes on real estate, the tax 
rate in Philadelphia, on true values, would be $2.66 8, on $100, 
while in Chicago the rate would be $1.83. That is to say, Phil- 
adelphia’s aggregate expenditures would bear upon $100 real 
estate 83.6 cents (46 per cent.) heavier than would the expendi- 
tures of Chicago. Examining separately the estimated rates 
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which the expenditures of the several departments would impose 
we find that six principal items—schools, public works, interest, 
fire, water, and gas—would impose a tax of $1.13,’ in Chicago 
and $2.02,8, in Philadelphia —a difference of 89.1 cents on $100 


real estate. 


Only in education does Chicago exceed, and the 


excess is explained by new buildings and permanent improve- 


ments. 
EXPENDITURES, 1894. 
Amount 
Chicago Philadelphia Chicago| Phila. 
$6,607,008.05*]| $3,299,369.75 || 34.7 27.3 
4,136,003.65 75370,561.57 || 21.5 62.3 
3. Interest and Sinking Fund...... 1,478,732.58 3398,570.63 77 28.7 
1,618,867.76 789,250.89 8.3 6.6 
869,518.53 1,055,991.67 4:5 9.0 
7. Water (and Gas in Philadelphia)} 3,298,687.89 5,829,367.17 17.2 49.6 
Total seven items .......... $21,721,585.29 || $23,973,561.20 || 113.2 | 202.3 
9. Share of County Expenses...... 
10. Judges’ Salaries and Charities . . 154,834.05 3 "528, 142.643 8 4:4 
3,380,355.46 7,063,916.12 17.6 59.9 
Total Expenses ..........0. $35,122,116.20 || $31,565,619.96 || 183.0 | 266.6 
Transfers, rebates, etc. ........ 5,022,018.304 1,352,856.25 5 
Apparent Total ............ $40,144,134.50 || $32,918,476.21 


On the other hand, compared with expenditures, Philadelphia 


has relatively less receipts from supplementary sources. 


* Includes buildings, permanent improvements, $1,147,800.45. 

? Estimated by Secretary of Citizen’s Association, Report, 1894. 

3 Not paid to city officials, but expended directly by state officials, and therefore 
not found in the reports of the city comptrollers. 


4Temporary loan, $1,250,000.00. 


Refunding loan, 
School Tax fund, 


293,150,00. 
2,239,116.20. 


Special assessments, 1,239,752.10. 


Total, $5,022,018.30. 
5 Debt payments balanced by new loans. 


These 
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sources are of two kinds: (1) controlled by the city, such 
as earnings, loans, licenses, and miscellaneous revenues, (2) 


state aid. 
RECEIPTS, 1894. 


Amount 
Chicago Philadelphia Chicago} Phila. 
$3,555,875-45 "|| $5,861,572.347]| 18.4 | 49.5 
4. Rents and Interest............ 372,252.26 * 287,720.84 4]; 2.8 2.5 
6. Miscellaneous .... 5,736,890.43 3,457,166.63 || 29.7 | 29.4 
Total Earnings, etc.......... $17,689,153.56 || $15,001,350.47 92.6 | 127.8 
7. State—School .........0sse00 $ 278,128.59 || $1,051,669.06 1.3 8.8 
8. State—Personal Property ......| 906,652.79 .... 7.6 
9. State—Judges and Charities.... 154,834.05 528,142.64 8 4:4 
11. Tax on Personal Property...... 13.3 
$4,193,631.22 || $2,486,464.49 || 21.1 | 20.8 
Total Supplementary........ $21,793,784.78 || $17,587,814.96 || 113.7 | 148.6 
12. Tax on Real Estate ........... $13,329,331.42 5|| $13,977,805.00 || 69.3 | 118.0 
Total Receipts........ +++ «| $35,122,116.20 || $31,565,619.96 || 183.0 | 266.6 


1. Earnings, etc_—The total amount received by the city of 
Philadelphia from her water and gas industries is relatively about 
three times as much as Chicago’s earnings, 7. e., compared with 
the true values of real estate, these earnings in Chicago serve to 
lessen the tax on realty 18.4 cents on $100, while the earnings 


* Water supply. 

? Water and gas supply. 

3 School property. 

4 Stocks, deposits, wharves, etc. 

5 Items 10, 11, 12, together amount to $17,000,000, estimated by the Citizens’ Asso- 
ciation, 1894, as the total taxation of the city, including proportionate share of county, 
town, and sanitary district taxes. Items 10 and 11 are estimated 7 per cent. on equal- 
ized value of railway property, $16,052,527, and personal property $37,814,167. 

6 Includes delinquent tax, $1,184,098.54. 
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in Philadelphia are a relief to realty of 49.5 cents; Philadelphia 
borrowed enough money to reduce the tax 32.5 cents, whereas 
Chicago’s indebtedness was not increased. On the other hand, 
Chicago collected through special assessments for sewers, water 
service, sprinkling, paving, etc., which in Philadelphia would be 
paid mainly from taxes and earnings, enough to lower her tax 
on realty 22.1 cents. Rents, licenses, and miscellaneous reve- 
nues are slightly greater in Chicago. Altogether, the aid received 
from these sources under the control of the city was $17,689,000 
in Chicago and $15,000,000 in Philadelphia. If these sums had 
been raised by taxes on realty the rates necessary therefor would 
have been 92.6 cents in Chicago and $1.27.8 in Philadelphia, a 
difference of 35.2 cents in favor of Philadelphia. But this differ- 
ence is inadequate to cover the heavier expenditures of 83.5 
cents. It leaves a balance of 48.4 cents on $100 realty against 
Philadelphia to be met by taxes or state aid. As a matter of 
fact it is met by taxes, seeing that this is almost the exact 
excess (49.2 cents) in the tax rate of Philadelphia over the 
average rate of Chicago, and considerably above the excess for 
North Chicago (39.4 cents). 

2. State Aid.—Since 1891 the state of Pennsylvania returns to 
the counties three-fourths of the tax on personal property as 
collected respectively in the several counties. This is favorable 
to Philadelphia, which receives one-half the amount so returned 
to all the counties. Since 1893 the state has also distributed to 
the counties over $5,000,000 yearly for common schools. This 
distribution is based on the number of taxables in the counties 
and is therefore unfavorable to Philadelphia. In 1894, out of 
$5,172,826.05 apportioned, Phiiadelphia received only 16 per 
cent., namely, $850,924.10." Besides these two aids, which appear 
in the city records, there is granted to the city for judges’ salaries 
and local charities $528,142.64, which should properly be con- 
sidered a grant to the local government. Altogether, the aid 

*This is the amount given by the state auditor, and does not agree with the 


$1,051,669.06 reported by the city controller. The latter is made the basis of the 
present comparisons. 
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received from the state in these three ways affords a relief 
to the owners of realty of 20.8 cents on $100. 

In Illinois the state distribution for schools in 1893 was $875,- 
229. Chicago received 32 per cent. of this—$278,128.59. 
Cook county received for judges’ salaries $154,834.05. In this 
comparison with Philadelphia’s taxes on realty the taxes which 
Chicago receives on railroad and personal property should be 
included as supplementary revenue, granted by the state as 
relief to real estate owners. This, estimated at the average 
tax rate of 7 per cent. on the equalized value of railway and 
personal property, amounts to $1,123,000 for railways and 
$2,547,000 for personalty. Together they reduce the rate on 
realty 19 cents, and the total reduction from state aid is 21.1 
cents on $100. 

Of the two kinds of supplementary revenues, therefore, that 
controlled by the city and that controlled by the state, the former 
alone, compared with the aggregate expenditures of the cities, 
accounts for the difference of 49.2 cents in the tax rates. The 
latter is about the same for both cities. The fact that Illinois 
permits Chicago to tax at local rates her local railway and per- 
sonal property is fully compensated in Philadelphia by the grants 
from the state treasury to the city government. 

At the same time Philadelphia is apparently at a disadvantage 
compared with Chicago in the balancing of accounts between 
city and state, as the following summarized table will show: 


BALANCE BETWEEN CITY AND STATE, 


TO THE STATE. Strate on 
On $200 On $109 | On $100 Realty 
Amount? Amount? (cents) 
$1,130,872 5.8 $4,103,631.22 21.1 Gain 15.3 
Philadelphia ...... 3,722,341 31.4 2,486,464.49 20.8 Loss 10.6 


Chicago pays to the state 5.8 cents on $100 realty and receives 
21.1 cents, leaving a net balance to the advantage of the city of 


*See pp. 448, 449. *See p. 454. 
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15.3 cents. Philadelphia, paying 31.4 cents, receives back two- 
thirds of this amount, leaving a balance to the disadvantage of 
the city of 10.6 cents on $100 realty. Apparently, therefore, 
Philadelphia, being deprived by the state government of certain 
important sources of revenue without compensating returns, is 
at a disadvantage compared with Chicago of about 26 cents on 
$100 of real estate. 

This inference should be examined. 

1. First, as to personalty. Chicago receives from her local 
tax on personal property an amount which lessens the tax 
on real estate 13.3 cents, while Philadelphia receives from the 
state as her share of the personalty tax the equivalent of a rate 
of only 7.6 cents. But it must be remembered that almost the 
only personalty taxed in Pennsylvania is moneys and credits, 
and in Cook county these furnish but 24 per cent. of the total 
amount of personalty returned for taxation.2 Moneys and 
credits in Chicago at local rates yield only $489,297,3 equivalent 
to a tax rate on realty of only 2.5 cents instead of the actual 
13.3 cents for all personal property. On the other hand, if 
Pennsylvania should tax a// personal property as does Illinois 
the revenue from this source would probably be trebled. The 
following tangible personalty is exempt from taxation, the 
values being for the census year 1890: 


Live stock and farm implements - - $ 140,699,613 
Machinery and manufactures . - - 486,944,603 
Miscellaneous. - - - - - 777,541,606 

Total - - - - $1,405,185,822 


Recognizing three years’ increase since 1890, the tangible 
personalty untaxed is fully twice the moneys and credits taxed. 
2. Manufacturing corporations in Pennsylvania are exempt 
from all taxes except those on real estate. In the census year 
there was invested in Philadelphia in manufactures a capital of 
*See p. 454. 


? Total personalty returned (1894) by local assessors, $28,783,994; moneys and 
credits, $6,982,959. 


3 See p. 443. 
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$439,393,792. Deducting the amount invested in breweries 
{not exempted) and making other allowances, fully $400,000,- 
000 of corporate property of this type in Philadelphia alone is 
exempt. If taxed at the five-mill rate the revenue would be 
$2,000,000, a sum equal to 17 cents on $100 realty. 

3. Certain forms of taxes, like collateral inheritances, would 
not be used for local purposes in either state, and should there- 
fore not properly be figured as a deprivation from Philadelphia. 

Making these corrections, we find that the apparent disad- 
vantage of Philadelphia of 26 cents on $100 realty compared 
with Chicago in the account with the state governments, should 
be offset by relative advantages exceeding 30 cents which might 
be gained were the state of Pennsylvania to tax all personal 
property and all corporations as does Illinois, permitting locali- 
ties to retain the proceeds. 

It is acknowledged that so favorable a showing for Phila- 
delphia could not be made did not the state government return 
to the city substantial aid. Indeed, the argument for separating 
the sources in American systems of taxation does not involve 
the loss of these sources to local governments. It rather pro- 
vides a richer and juster collection through more competent 
agencies and an apportionment to localities based on broader 
political and ethical principles. 

The failure and injustice of the personal-property tax in most 
of the states is recognized. There is a tendency to substitute 
inheritance, income, and special taxes. Pennsylvania offers an 
instructive alternative. If the tax is retained, it must be a state 
tax. This alone can prevent the competition between districts 
and the undervaluation which attracts movable and intangible 
properties. A state tax permits a low rate which experience 
justifies on the grounds of productivity, uniformity, universality, 
and industrial stimulus. On the other hand, real estate can pay 
high rates. It cannot flee nor evade. It may be undervalued, 
but it cannot be undiscovered. Exempted from state taxation 
the motive to undervalue is gone, and boards of equalization 
are abrogated. For the same reason the Chicago “town” system 
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and the Pennsylvania small “district” system of assessment are 
condemned. The Philadelphia centralized appointive system 
with the area of assessment coextensive with the taxing power 
is approved. 

Similar arguments hold for corporations. A state board is 
more competent to assess them than local assessors. As to the 
destination of revenues from corporations, weighty questions of 
policy and justice arise. Pennsylvania gives a bold and just 
answer. They should be wholly returned to the state govern- 
ment, leaving not even the valuable terminals and depots of 
railway corporations for city taxation. Franchises and rights of 
way are peculiarly state products. The entire line is a unit. It 
gets its value from the traffic between city and country. More- 
over, a portion of the tax is redistributed to the city. This is 
our final problem. 

The Pennsylvania system of state revenue is far more pro- 
ductive than that of Illinois. It yields three times as much." 
So fruitful is it that, besides paying loans to the amount of 
$1,771,619 in 1894, the state government returned to the local 
divisions $5,769,151 for schools, and $1,823,363, three-fourths of 
the personal property tax. Illinois, on the other hand, although 
distributing only $1,070,000 for schools and paying no debts, 
suffered a deficit in two years of $2,300,000. 

The Pennsylvania system produces a surplus. State expen- 
ditures are not increasing as rapidly as those of local and city 
governments on the one hand and the Federal Government on 
the other. One reason is probably the lack of easy revenue 
without trespassing on local sources. A separation of sources 
solves this difficulty. A surplus follows, which must be dis- 
tributed. This may be done in three ways: 

1. The state may distribute the surplus in the same propor- 
tion in which it is collected. This is done in Pennsylvania with 
the personal property tax. The method is simple and crude. The 
cities get much the larger share of the tax, whereas the mort- 
gages, bonds, and stocks, whose owners move to the cities, repre- 


*See figures on pp. 448, 449. 
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sent productive investments not only in the cities but in the 
state and country at large. 

2. The state may aid certain local interests which are of state 
and national importance. The common schools are here pre-em- 
inent. Pennsylvania’s large school fund is distributed to localities 
not in proportion to éazes but in proportion to fazables. The appor- 
tionment rests on the principle ‘to each according to his needs.”’ 
The education of the children of the state becomes the care of 
all the state. This rests on the other basis, “from each accord- 
ing to his ability.” Thus Philadelphia gets but 18 per cent. of the 
school fund instead of the 30 or 40 per cent. to which her tax 
payments would entitle her. The apportionment basis in Illinois, 
namely, the number of persons under 21 years of aye, is more 
favorable to Chicago. Of the $1,056,037 distributed in 1893, 
Cook county received $308,157—-30 per cent.—corresponding 
closely to the county’s proportion of state taxes. 

3. The state may expand its functions and relieve the local gov- 
ernments of certain administrative interests. These are especially 
supervision of the school system; increased classification of 
charities and penal institutions; and state highways, supple- 
menting the local roads. 

The main obstacles to the reform of Chicago’s tax system are 
the constitutional requirement of uniform laws and the state leg- 
islature elected by rural constituencies. State tax reform and city 
tax reform must come together. By separation of sources and a 
low tax on personalty both city and country would gain—the 
country by larger state aid to local expenses derived mainly from 
the city, the city by home rule, fairer valuations, larger state aid, 
and greater ability to bear the lower equalized personalty and 


corporate taxes. 
Joun R. Commons. 
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I, 


“Any further writing upon the condition of the unemployed 
ought,” says a somewhat facetious critic, ‘‘to bear the sub-title 
‘a study in introspection.’” The long-suffering reader may 
possibly so far sympathize with this gentle sarcasm as to feel 
that with returning prosperity any person might be better 
employed than in examining the phenomena of ‘‘ unemployment.” 
Certain aspects, however, of what is called, rather loosely, “the 
problem of the unemployed” are permanent, and such other 
aspects of it as are fortunately temporary are, nevertheless, 
certain to recur at somewhat regular intervals. It is important 
that the whole problem be further considered (even perhaps ad 
nauseam) to the end that we may draw from our late experiences 
some lessons as regards more adequate methods and measures 
for meeting the problems which have been so painfully brought 
home to us during the late depression. These considerations 
may perhaps excuse the present paper, which indeed bears only 
indirectly upon the present aspects of the problem—being 
merely the setting forth of a few scattered historical data upon 
the previous periods of ‘“‘unemployment” in the United States 
and upon measures adopted for the relief of the resulting 
distress. 

Incidentally the paper will touch upon certain more general 
aspects of the development of charitable agencies and methods 
in this country. The subject is one of considerable interest, and 
does not appear to have been very adequately treated. So 
valuable a work, for example, as Dr. Warner’s American Charities 
(New York, 1894) not only fails to give any account of the 


historical development of charitable agencies but even conveys 
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the impression that right methods and careful thinking in regard 
to poor-relief are wholly a product of recent manufacture, that 
scientific charity is indeed an “infant industry” in this country." 
It is doubtless true that the general public has been all along — 
except, perhaps, when the seriousness of the problems of poverty 
has been brought home to it by some special emergency —some- 
what careless and something too optimistic. But one need not 
search far among the archives of comparatively early charitable 
enterprises to find evidences of the influence and practical work 
of ‘charity experts” who grappled wisely and firmly with the 
difficulties of their day. Thus we find the essential principle of 
relief work clearly set forth by Joseph Tuckerman, Minister at 
Large in Boston, in his pamphlet on the Public Relief of the Poor, 
published in 1833, in the following words: “ For the idle and able- 
bodied, the intemperate and the improvident, who apply for alms, 
work or the opportunity to work should be provided.”* Indeed, 
the principle had been before this carried into practice in some 
of our public charities. In 1821 the Committee on the Subject 
of Pauperism and a House of Industry in the Town of Boston— 
of which committee no less a person than Josiah Quincy acted 
as chairman—report that the great defect in the Boston system 
is that suitable work cannot, ‘for lack of accommodation,” be pro- 
vided, and recommend the establishment, in addition to the 
almshouse, of a house of industry, affirming that every town in 
the commonwealth which has resorted to them has derived 
“great and sensible relief from the burden of maintaining the 
poor.”3 The house of industry was accordingly erected in 
Boston in the same year. Eleven years later we find a legislative 
commission appointed to suggest improvements in the system of 

1“ This country was too young to bother with industrial science. . . . Least of all 
was it imagined that we need give serious attention to poor-relief. It was intimated or 


asserted that we were quarantined against poverty and distress by our glorious Con- 
stitution and Declaration of Independence.”—American Charities, p. 20. 


*Cited in JoseEpPH TUCKERMAN, Zhe Elevation of the Poor, edited by E. E. HALE 
(Boston, 1874), p. 174. 


3 Report of the Committee on the Subject of Pauperism and a House of Industry in 
the Town of Boston (Boston, 1821). 
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poor-relief, recommending the creation of well organized work- 
houses for ‘‘the protection of the industrious and the thrifty 
against the demands and incursions of the idle and able-bodied.” * 
The legislature of Pennsylvania, by the Act of March 5, 1828, 
expressly authorized the Philadelphia Board of Guardians of the 
Poor to detain paupers sent to the almshouse “until they have 
compensated by their labour for the expenses incurred on their 
account.” We know, moreover, that as early as 1834 the work- 
houses of Baltimore and New York, as well as Boston, Charles- 
town, and Salem, furnished their inmates with employment, in 
some cases in a considerable variety of industries, such, for 
example, as the making of cloth and of shoes, and the picking 
of wool.* We shall, as we proceed, find further instances of 
scientific ideas and methods in relief of the poor. 

It is sometimes assumed that “unemployment” is a distinctly 
new phenomenon among us, or at any rate that it has of late 
prevailed to an altogether unprecedented degree. It has been 
urged, for example, as against the argument that the condition 
of wage-earners has been for the past half century pretty con- 
stantly improving, as evidenced by the upward tendency of ‘real 
(daily) wages,” that the incre*sing difficulty of obtaining steady 
work largely obliterates the apparent improvement. It is no 
doubt true that unsteady employment is in the long run an 
increasing difficulty. But the ‘“‘good old days” were by no 
means free from hardships from this source scarcely less severe 
than those which we have lately experienced. Dr. Joseph 
Tuckerman, who is certainly an excellent witness, writing of 
conditions in Boston about 1830 tells us that “it is well known 
that a large number of those who have depended on their 
wages or their small salaries for the support of their families 
within the past year have been thrown out of employment,” “in 
consequence of the prevailing embarrassments in commerce and 


* The Elevation of the Poor, p. 175. 


* Report of a Committee appointed by the Guardians for the Relief and Employment 
of the Poor of Philadelphia to visit the Almshouses of Baltimore, New York, Boston, and 
Salem (Philadelphia, 1834). 
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in mercantile enterprise,” ‘while hundreds have not been able to 
obtain more than the work of a day or two in a week,” and he 
speaks, moreover, of the frequent occurrence of periods during 
which large numbers in our cities find it impossible to procure 
any employment whatever." A somewhat more graphic picture 
is set forth by a “Citizen of Philadelphia” ina pamphlet of 1836. 
‘‘Condescend,”’ he says, “to lounge along the wharves, from 
Catherine street to Callowhill street, in summer, and take notice 
of the scores of poor men, with their horses and saws, and 
scores, likewise, of wood pilers, both classes anxiously seeking 
for work. . . . These two classes are in winter almost entirely 
unemployed. The case is nearly the same with labourers gener- 
ally.”* Or if one distrusts the statement of this possibly senti- 
mental Philadelphian, we may cite instead the estimate of the 
New York Zimes that during the crisis of 1837 there were 
50,000 persons out of employment in the metropolis.3 In the 
latter part of the same year in the midst of the depression in 
New York “many thousand laborers,” we are told, “ petitioned 
the common council for work, alleging that their families were 
in want of food.”’* 

The following description of the experience of New York in 
1838 may be somewhat overdrawn, but it no doubt rests upon a 
large substratum of truth: 

The winter of 1838 was unusually severe. The times were hard, 
fuel and food were dear, many thousands of men and women were out 
of employment. As the cold months wore slowly on . . . the number 
of the unemployed increased to such a degree that the ordinary means 
were inadequate to relieve even these who were destitute of every one 


Jbid., pp. 71-79. 

*4 Plea for the Poor: an inquiry how far the charges against them of improvidence, 
idleness and dissipation are founded in truth, by a Citizen of Philadelphia (Philadelphia: 
1836). 

3 Cf. Boston Advertiser, September 19, 1837.—This citation and some of the follow- 
ing are collected in the Report of the Massachusetts Board to Investigate the Subject of 
the Unemployed (Boston, 1895), Part IV, Appendix A. 


4°37 and'57: A Brief Popular Account of all Financial Panics in the United States, 
by Members of the New York Press (New York, 1857) p. 25. 
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of the necessities of life. Some died of starvation, some were frozen 
to death, many through exposure and privation contracted fatal 
diseases. A large number who had never before known want were 
reduced to beg. . . . Extraordinary measures were taken “by the 
comfortable classes to relieve the sufferings of their unfortunate fellow 
citizens. Meetings were held, subscriptions were made, committees 
were appointed.* . . . “In the better part of the sixth ward, a large 
number of mechanics lived, whose cry was, not for bread and fuel 
of charity, but for work. Charity their honest souls disdained. Its 
food choked them, its fire chilled them. Work, give us work! was 
their eager, passionate demand.”* 


Conditions were apparently no better in 1839, if we may trust 


the New York correspondent of the Boston Adas. ‘There is no 
proper or advisable relief, nothing to improve the condition of 
our thousands who, destitute of employment and the fruits of 
employment, look anxiously and fearfully into the winter now 
closing down upon them. During the eight years of my resi- 
dence here I am sure I never saw it so dull as at present. So 
little doing, so many seeking employment, so few obtaining it, 
and so general a depression of all mechanical and manufacturing 
interests.’’3 

In the following years conditions were greatly improved, and 
still from time to time the newspapers make mention of distress 
from lack of work. In 1842 a great part of the woolen 
machinery of New England is said to be ata stand. In 1851 
the Boston Adas estimates that ‘no less than a half million of 
laborers and artisans have been deprived of their occupation in 
the United States by the tariff of 1846.” In October 1856 “not 
less than 10,000 capable and worthy men and women in New 
York are,” we are told, ‘(anxiously seeking for something to do, 


which number will be greatly increased as soon as the fall trade | 


is over.’’S 
* Ibid. 
* Jbid.—This last is cited from the Life of Horace Greeley. Horace Greeley served 
on a relief committee in the sixth ward — one of the poorest wards in the city. 
3 Boston Atlas, November 25, 1839.—Cited by Report of the Massachusetts Board. 
4Boston Adas, July 1, 1842.—Cited by Report of the Massachusetts Board. 
5Boston Atlas, October 13, 1856.—Cited by Report of the Massachusetts Board. 
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When we come to the crisis of 1857, we find the troubles of 
the unemployed reported from all sections of the country with 
a generality that strongly resembles the accounts of the condi- 
tions during the late depression. In fifty-eight manufacturing 
establishments of Philadelphia nearly half of the force were dis- 
charged, and 40,000 persons were said to be out of employment 
in the city... The mayor of New York estimated the number of 
the unemployed at 70,000,* and whether or not they were so 
numerous as these figures would indicate they were sufficiently 
turbulent to bring on at least two miniature riots.3 Similar 
reports are rife in the newspapers of 1858: 

Buffalo, Chicago, and other western cities, it appears, are overrun 
with laborers and mechanics who are unable to find employment. In 
the former place, last week, several hundred of this class paraded the 
streets, demanding “work or bread.” In Chicago the demand for 
labor by poor people has been so great that the street commissioner 
has been able to supply each man but two days’ work in a week, at 
seventy-five cents per day. It is now thought best to cut wages down 
to fifty cents, and put one-third more men into the city service. At 
fifty cents per day, says the Democrat, the city will be overwhelmed 
with applications for labor. 

It is difficult to obtain anything but fragmentary bits of 
information as to the means that were resorted to from time to 
time during this period prior to the war, to meet the problem 
of unemployment or indeed in general the problem of the relief 
of the poor. We can however refer to the record of certain 
efforts which are probably fairly typical of many others that 
must have been set on foot. Most of the data here presented 
are of necessity drawn from the records of experiments under- 
taken in Boston. 

Of the early organized societies of that city for the relief of 
the poor, the Howard Benevolent Society was organized in 1812. 

* Boston Journal, October 21 and 22, 1857.—Cited by Report of the Massachusetts 


Board. 
? Boston Journal, October 24, 1857.—Cited by Report of the Massachusetts Board. 


3 Boston 7raveller, October 30, 1857.—Cited by Report of the Massachusetts Board. 
Boston 7ranscript, November 4, 1857.—Cited by Report of the Massachusetts Board. 
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Its method of relief took the form of orders upon stores for 
groceries or clothing. In 1850 its annual expenditure was 
reported to be about $2500 or $3000. The Young Men’s Benev- 
olent Society, with similar methods, was organized in 1827. Its 
expenditure in 1850 was about $1000 per annum. The Society 
for the Prevention of Pauperism was incorporated in 1847 with 
the distinct object of removing pauperism by obtaining and 
communicating information and aiding to find employment.' 
The Boston Provident Association was organized in the year 1851. 

Among the minor agencies which sprang up in Boston dur- 
ing the period, the most interesting for our purposes is ‘the 
Society for Employing the Female Poor” which was started in 
1820 under the encouragement of Rev. William E. Channing 
and Rev. Charles Lowell with the “sole object to make provi- 
sion for the employment of the poor.” The quaint report of 
1824 states that the society has greatly “increased the industry 
of those whom they have employed,” many of them had been 
so well trained that they could find private employment, and 
some had been rendered wholly independent. In 1825 the 
society established a training laundry in addition to its sewing 
room.? 

The Union Benevolent Association of Philadelphia is said to 
be among the first of general relief societies organized in the 
United States “for the encouragement of industry, the suppres- 
sion of pauperism, and the relief of suffering among the poor.” 
The Indianapolis Benevolent Society was founded in 1836; the 
New York Association for Improving the Condition of the 
Poor in 1843; the Chicago Relief and Aid Society in 1857.3 

Somewhat more particulars are available with reference to the 

* Report of a Committee on the Subject of a New Organization for the Relief of Pau- 


perism (Boston, 1850), CHARLES F. BARNARD. 7o the Delegates of the Benevolent 
Societies of Boston (1836); Record of Charity (Boston), vol. i., No. 3. 

? An Explanation of the Views of the Society for Employing the Female Poor (Cam- 
bridge, 1825). 

3ReEv. C. G. TRUSDELL: Zhe History of Public and Private Indoor and Outdoor 
Relief, in Proceedings of the National Congress of Charities and Correction, 1893, pp. 
94-105. 
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Baltimore Society for the Improvement of the Poor, organized 
in 1849, and incidentally with reference to earlier conditions in 
that city. The manual of the society for 1850 pointed out the 
evils arising from the temporary character of previous organiza- 
tions which had been called into existence only at times of 
unusual emergency. It sought to effect a discontinuance of 
indiscriminate almsgiving, and strongly indorsed the principle 
of the work-test, but it failed to adhere to this approved sys- 
tem,’ and apparently drifted into careless methods. In 1857 it 
was assisting to a greater or less extent 15,000 persons, and its 
reports are rather unscientific ideals of charity.” 

These examples are fairly indicative of the character of 
charitable organizations of the period. Of course there were 
various experiments of an impromptu sort which were called out 
from time to time as the exigencies of the situation seemed to 
demand. The establishment of soup-houses, for example, is not 
infrequently mentioned by the papers and lamented by the 
charity experts of the time, and no doubt there was often a 
ready flow of the nutritious fluid which has been characterized by 
Dr. Wayland as scarcely less harmful than alcohol to the wel- 
fare of the human race. 

There does not appear to have been frequent resort to public 
work as a means of helping the unemployed in periods of special 
emergency. There is, however, one important instance of such 
resort to public employment with some notice of which we may 
close the present paper—the improvement of Central Park in 
1856 and the following years. It is difficult to say with the 
scanty material at command to what extent the expenditure was 
prompted primarily to provide work, but it is certain that this 
motive had considerable influence in determining at least the 
time and manner of doing the work. 

The “Central Park Fund” of $2,867,000 appears to have 

*Amos G. WARNER: The Charities of Baltimore, in Report of a Conference of 
Charities held at Baltimore April 15 and 16, 1887 (Baltimore, 1887), pp. 133-156. 


°A Plea for the Poor, being the Eighth Annual Report of the Association for 
Improving the Condition of the Poor (Baltimore, 1857). 
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been provided for in the statute of February 29, 1856, but the rais- 
ing of specific portions of the loan occurred from time to time as 
sanctioned by the municipal authorities.* In October 1857 the 
mayor recommended the employment of workless laborers upon 
public works in return for provisions to be furnished them at 
cost price.? In November the comptroller of the city agreed to 
‘advance the Central Park commissioners unemployed moneys 
from the city treasury at the rate of $1000 per day, or $6000 per 
week, until the time should arrive for taking the bonds for 
$25,000,” when “the matter would rest entirely with the com- 
missioners themselves.’’3 The commissions agreed to select 
their laborers (not exceeding 1000) proportionately and regularly 
from actual residents in each ward. The emergency employment 
apparently continued at least well into 1859, and if we may 
judge by the statement of the commissions, with good results.‘ 
The attitude of the city authorities is clearly shown in the fol- 
lowing resolutions which were approved by the mayor, December 
30, 1858. 

Whereas, It is well understood that the commissioners of the Cen- 
tral Park are about to discharge many of the laboring men employed 
on the Park; and 

Whereas, The discharge of these men who have no other means of 
subsistence this winter would necessarily produce great want and suffer- 
ing in their families and cause them to become a burthen upon the 
city ; therefore, 

Resolved, That the Common Council believe it will be more judi- 
cious to retain these men in employment, and respectfully request the 
commissioners of the Central Park to employ the present complement 
of men on the Central Park until the first day of May next, at one 
dollar per day. 

UNIVERSITY OF CHICAGO. Car.os C, Cosson. 

* Proceedings of the New York Board of Aldermen and Board of Councilmen, 1858, 
PP- 144, 312, 400; Laws of New York, 1857, Chap. 771. 

? Boston Journal, October 24, 1857.—Cited by Report of the Massachusetts Board. 

3 Boston Post, November 14, 1857.—Cited by Report of the Massachusetts Board. 


4“The Board (of Commissioners) allude to the system and order of the conduct 
of the work and the discipline of the force with satisfaction.”—Proceedings of Board 
of Aldermen, vol. \xxii., p. 133. 
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Tue bimetallist agitation in Germany has, among other results, led 
to the formation of a “Union for the Protection of the German Gold 
Standard” (Verein sum Schutz der deutschen Goldwahrung), including 
among its members many of the more prominent economists and pub- 
lic men, as well as bankers and other business men. It may be noted 
that the by-laws of the Union specially provide that firms and cor- 
porations, as well as individuals, may be admitted to membership on 
payment of the required fees, and it may also be remarked that the 
initiative to the formation of the Union has come from the economists 
interested in the scientific question of a monetary standard. The 
purpose of the organization is, more especially, to “afford some sup- 
port to the defense of the gold standard against the attacks of the 
agrarian bimetallists.” 

This purpose is sought to be accomplished by means of a variety 
of publications, comprising tracts, newspaper correspondence, p?mph- 
lets, and books, as well as by lectures and public addresses on monetary 
questions and a comprehensive system of local organizations. 


TuHOsE who are fond of calling economists “free-traders” will be 
interested in the bold declaration of principles made by the economists 
of Italy. Students of economic science who have been attacked for 
expounding the principles on which international exchange is con- 
ducted and for maintaining that America’s great resources have ena- 
bled her to prosper in spite of protection, not because of it, may appre- 
ciate another evidence of the correctness of their position. 

There is another question of even greater importance to the Amer- 
ican people and one upon which those who teach political economy in 
American universities are much divided, namely : the question of extend- 
ing the functions of the state and municipal governments. On this 
question the economic association of Italy declares its views with 
more vigor and clearness, if possible, than upon the question of pro- 
tection. 

The United States has prospered under many experiments which 
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would prove disastrous to a country densely populated, heavily taxed 
and with no great, new resources to develop. Our very abundance 
has made us heedless of the lessons which a century’s experience 
should have taught or has made it possible to interpret them in oppo- 
site ways. In Italy the results of protection and of government enter- 
prises have not only been more clear but they have also been more 
carefully studied, and the economists are unanimous in denouncing 
protection. And with the exception of a few who have been largely 
influenced by German teachings, they subscribe to the strong 
denunciation of all socialistic measures, which is given below. 

The following is a translation of the platform which they adopted 
April 26, 1894:* 


The Liberal Economic Association is founded for the purpose of con- 
stituting a center of scientific activity for the diffusion and propagation of 
liberal ideas in all questions of political economy, financial and administrative, 
which most closely touch the material interests of the country. 

The Association, while it remains outside of the strife of political parties, 
will seek not the less to enlighten and form a public opinion, conscientious 
and vigorous, which will condition and control parliamentary action and 
prevent the crystallization of particular interests in legislation. 


The most important points in its programme are: 


(1) In international relations to combat protective tariffs and to make 
popular the conclusion of commercial treaties based on greater tariff con- 
cessions, until tariffs are gradually reduced to their fiscal function alone. 

(2) In internal affairs, to combat socialism under the twofold aspect in which 
it present itself; first, of the increasing absorption, directly by the state, of 
industries properly belonging to private enterprise; second, of the unhealthy 
increase of laws which restrain individual liberty and private property, favor 
the creation of monopolies, premiums, and subsidies in favor of classes and 
industrial groups, divide unequally the burden of taxation, increasing at every 
step the contact and the friction between the citizens and the administration, 
rendering every day more necessary the increase of an expensive and burden- 
some bureaucracy. 

The overflow of the current, which under the name of protection, of 
guardianship, of vested interests, of socialism, has invaded every branch of 
the administrative and legislative activity, of the state, weakens the private 
energy ; suppresses the spirit of initiative and the sense of individual responsi- 
bility; and by making everything, wrongly or rightly, throw the fault upon 
the state, it legalizes real spoliation, diminishes the productivity of labor and 


*The Giornale degli Economisti is the organ of the Association. 
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capital, renders the nation degenerate and miserable, makes the mass of 
citizens tributary to a few, and with the exhaustion of all the sources of 
private wealth arrests the natural increase of the public revenue and makes it 
decline. 

This last effect, through the threatening gravity with which it manifests 
itself today in Italy, has made sensible the material and moral damage of the 
entire system, has alarmed the country and furnished the germs of a vigorous 
reaction, and every day shows more clearly the connection between the 
financial problem and the economic condition of the country. 

WILLIAM HILL. 


HONEST MONEY. 


In both England and America great hopes are entertained by some 
from an improved monetary system. This seems the case in America 
much more than in England. It is likely, therefore, that a book by 
Mr. Fonda, published in America and entitled Honest Money,* will have 
a considerable sale. It is not a large book, and I cannot agree with 
the proposal Mr. Fonda makes. But it attempts to grapple with a 
difficult subject in a scientific manner. That alone is a good deal in 
these days of unscientific twaddle about bettering the lot of the workers 
by hindering the trade and prosperity of the country. 

With some of the statements all readers of the book must have 
sympathy. For instance, in the preface, after describing the super- 
abundance of wealth and facilities for production side by side with 
want of employment and poverty it is stated: “This is a condition 
that is certainly as wrong as it is unnecessary.” I cordially agree that 
it is both unnecessary and wrong, but I do not agree that the faulty 
monetary system even of the United States is competent to account for 
all this or even for the great fluctuations to which Mr. Fonda attributes 
this state of affairs. The people of the United States of America have 
not yet thoroughly learnt that they will be most benefited by engaging 
in the most profitable employment their country affords and buying 
from their neighbors what they can get in that way more easily than 
by producing it themselves. Moreover, it is not very long since we in 
this country read that the workmen in the United States were engaging 
in a strike on the scale on which Americans like to do everything — 
the most gigantic on record. It must not be imagined that such things 
can take place without causing great fluctuations in prices. And work- 


* Honest Money, by ARTHUR I. FonDA. New York, 1895. 
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men cannot complain that a faulty currency throws them out of employ- 
ment when they have remunerative work offered but refuse it because 
it is not more remunerative. 

At the same time, however, there can be no denying that the cur- 
rency of the United States beats the record for badness, although other 
currencies are not perfect. It will hardly be denied that a good 
currency is essential if price fluctuations and trade depressions are to 
be avoided. To this extent at any rate Mr. Fonda’s contention is true. 
A further contention of his is also worthy of attention, that the first 
and most important requisite of a currency is stability of value. 
Invariable value of the standard, he rightly holds, should be regarded 
as much more important than any attempted uniformity with the 
standards of other countries. But, roughly speaking, this is the extent 
of his progress towards a solution of the currency problem. 

It is impossible here to discuss Mr. Fonda’s preliminary statements 
as to the nature of value. They are similar to and based upon the 
definitions of several economists. A general rise or fall of prices he 
regards as an alteration in the standard. For this also he quotes 
authorities. It is generally true, and any attempt to qualify the state- 
ment here would raise points of such nicety as perhaps to create more 
confusion than their solution would dispel. But it is essential to raise 
a question which though less abstract has nevertheless hitherto escaped 
attention. Mr. Fonda assumes that such an alteration in the standard 
is an alteration in the value of gold. He tacitly accepts all that is 
implied in the phrase gold standard. He does not attempt to dis- 
criminate between different causes of the fluctuations of prices. 
Doubtless he would not deny the existence of such varying causes. 
But whatever the cause of fluctuation he regards the value of gold as 
having varied. 

That this was not the case Professor Jevons clearly realized, and it 
is a matter for wonder that an intellect so strong and subtle as his was 
should not have gone further in the understanding of the subject. He 
practically confessed, however, that there was a problem still unsolved. 
In ascertaining the fall in the value of gold which followed the dis- 
coveries in California and Australia, Jevons distinguished between the 
rise and fall of prices through variations in trade from the rise of 
prices by which he endeavored to prove the fall in the value of gold. 
He must have been acquainted with the view that any general rise or 
fall of prices was an alteration in the standard. It was obvious that a 
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rise or fall in the ratio of one thing to all others was more likely to be 
a change in that one thing than in all the others. That is the varia- 
tion in the standard in the view of Mr. Fonda and many economists. 
And yet the change Jevons sought and found was still another change 
independent of this. It is remarkable that he did not then see the 
difference between the standard and the value of gold. The standard 
must vary with every general rise or fall, and the change in the value 
of gold was independent of that variation; though the two changes 
were so interwoven as to make the problem a much more difficult one. 
When the subject is properly understood it will be seen that the free 
and unlimited coinage of gold at a fixed price, which gives the expres- 
sion gold standard, only partially links the standard to the value of 
gold. The value of gold as fixed by supply and demand will have an 
influence on the standard because the standard is to some extent tied 
to that value by the currency arrangements. The fluctuations in the 
value of gold are at the same time hidden by the fixing of its price. 
The other means of visibly representing money, namely silver and 
paper, or credit, have a considerable influence, and the standard we, in 
England, know as a pound and divided into shillings and pence is a 
very different thing from the value of a weight of gold. This Mr. 
Fonda has not realized. 

Another theory he adopts without question, namely, that the pre- 
cious metals are a wasteful form of currency. Several economists have 
regarded the use of the metals for monetary purposes as much more 
wasteful than the use of paper. Great stress is laid upon the high 
value of those metals. But it seems to be forgotten that their use for 
other than monetary purposes is chiefly ornamental and not useful in 
the strict sense. Indeed it would almost appear that this notion of 
wastefulness regarded the metal used in the currency as all consumed. 
Even granting, however, the waste which must take place through wear 
and loss of coins a little consideration must show that the loss of labor 
would be greater if paper had to do the work of coins. With the wear 
undergone by the average coin, paper would be quickly unfit for fur- 
ther use. There can be no doubt that metal is the more convenient 
material for the sums of money which, when coined, it represents, 
although paper is more convenient for larger sums. 

Passing to the actual scheme, which is the issue by government of 
a paper currency based on the prices of a number of commodities, the 
first question which arises is how, under the paper currency proposed, 
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the very small denominations of money would be represented. Would 
paper notes be issued for sums of a few cents? That would be most 
inconvenient. If metal of any sort were retained, at what point would 
it stop? How would an unfailing supply of metal be secured? The 
constant supply of the exact amount required is the very problem to 
be solved. 

The scheme proposed is in fact nothing more nor less than an 
inconvertible paper currency. No doubt Mr. Fonda would admit this, 
although the currency can at any time be converted by the holder into 
any commodity he wishes, at the market price. The paper currencies 
called inconvertible are always convertible at some rate. They are 
called inconvertible because they are not convertible at a previously 
fixed and known rate. This is exactly the case with Mr. Fonda’s pro- 
posed currency. It would be convertible at the market rate into com - 
modities. If there were any desire to convert it the market rate 
of commodities would be high and trade would be good: if there 
were no such desire the market rate would be low, and trade would be 
bad. To imagine that the government could so control the amount 
of the currency that its actual purchasing power would conform to the 
standard on which it was based is begging the question. 

Suppose, however, there was great desire to convert the money into 
some particular commodity. This is the point at which the weakness 
of the scheme appears. We are not told what market would be taken 
as the basis of calculation. It is stated that the market might vary for 
different commodities, but the principle of selection is not suggested. 
If the place where prices were usually highest were taken the currency 
would be inconvertible to a correspandingly higher degree. Less 
commodities would be given forthe money. But suppose that in every 
case the market taken was nearest the place of production of the com- 
modities, and consequently that in which the particular prices were 
usually lowest. This would only mean that with the paper currency 
persons needing a certain commodity could buy that commodity (or 
ask the government to buy it for them) at the lowest market price for 
the time being. That is the relationship of any inconvertible currency 
to gold. The suggested money confers no great privilege, and if gold 
were wanted difficulties might arise. 

In the United States gold is produced. With other countries there 
would be greater difficulty. But even in the United States, as gold 
would not be any essential portion of the currency, its value would 
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probably at first fall. It would then tend to leave the country or be 
consumed in the arts. Doubtless some stock would remain on hand. 
But as no one would be under liability to pay gold, no one would feel 
himself responsible to provide for the contingency of an abnormal 
demand. In the absence of such provision there would inevitably 
arise times of great scarcity of gold. Whilst other countries used gold, 
American merchants would probably contract debts in the currencies of 
those countries, and would then have to meet their bills with gold. 
Gold would become high in price, turning the exchange against those 
merchants beyond the amount arising from the ordinary balance of 
trade. When, therefore, after a short period of comparatively brisk 
trade and rising prices, the top price was reached, and there was no 
further speculation, and when, accordingly, bills ceased to be created, 
there would be great call for gold. Holders of good bills might buy 
it at the market price; so also, and not otherwise, might holders of 
the currency. The difficulty of obtaining the gold would be such as 
in itself to cause a panic. The additional money required to buy it 
for payment of debts would prevent merchants buying other commodi- 
ties. This would cause stagnation in trade and lowered prices—the 
very thing to be avoided. 

Suppose, however, the merchants refuse to contract in any currency 
but their own. The result would be the same. Any international 
trade supposes a par of exchange, and even though all the bills of 
merchants were in dollars, the exchange would of necessity be such as 
to compel American merchants to pay the high price of gold. The 
drawers of those bills must have gold to pay their own debts. They 
cannot take American paper currency for the purpose. 

The necessity for uniformity of standard may not exist, but there 
must be a connection between two standards if trade in the ordinary 
sense is to be carried on between the two countries. Without a par 
of exchange the trade becomes simply the barter of African savages. 
The foreign creditor must moreover have what is to him money when 
he has debts to pay: it is useless to offer any commodities except such 
as will serve him for that purpose. It is erroneous to say as Mr. Fonda 
does that no one wants the gold except to exchange for commodities. 
People sometimes want it to pay their debts with. Suppose the cur- 
rency of another country stretched to its utmost limit by means of 
credit sustained by good trade and high prices. The slighest slacken- 
ing of trade in that country would accordingly cause great demand 
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for gold just when prices were at their highest point. And this 
demand would be felt in just the same way in the country which had 
Mr. Fonda’s scheme; for the foreign creditors would require gold, not 
commodities. It must be remembered that the turn comes when the 
top of the wave is reached. The result of being without the generally 
required commodity would be disaster to the country. Mr. Fonda 
however regards such a need for gold as a matter of indifference. He 
thinks there would in fact be more gold for the purposes of the foreign 
trade. No doubt so there would for a time, but the foreign trade 
would take it away and then there would be comparatively none. 
The greater part of the nation would forget all about it until they 
really must have it, with the result that a panic would then set in. The 
necessity for using gold for internal circulation has at least some influ- 
ence in compelling the people to have some regard to the available 
stock of metal when they make their contracts. 

To all this no doubt Mr. Fonda would reply that a gold panic 
amongst the people engaged in foreign trade would be of small 
moment compared with a fluctuating standard for internal trade. In 
answer to the suggestion already made that a gold panic would cause 
a fall in the prices of other commodities he would probably point out 
that such a fall has been provided for. More money would at once 
be issued and the prices quickly raised again. The strong point, if 
anything about the scheme, is the supposed accomplishment of this 
object. Let us therefore leave to their fate the foreign merchants who 
cannot get their bills renewed, because exporters must have gold, and 
notice the effect on internal circulation. The gold panic would simply 
be one of the causes of a panic in the usual sense. Or it might be 
brought about by another cause and merely intensify the effect of the 
first cause. Without doubt the price of gold would move slowly in 
ordinary periods and exporters and importers would alter their rates 
according to the condition of supply and demand. But a necessity 
for gold would be a possible cause of a crisis. 


In the first place the idea is expressed that no panic could occur © 


with a government standing ready to issue money as required. There 
is a good deal in having such an impression abroad. But that could 
be accomplished by an exceedingly small modification of the English 
system. What would occur under Mr. Fonda’s scheme may be seen 
on a little consideration. It must be realized that the country is on 
the crest, so to speak, of a wave of high prices. For that reason under 
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Mr. Fonda’s scheme government will have been withdrawing money 
and raising the rate of interest. 

This withdrawing of money must be noticed. After the standard 
is once fixed a corps of statisticians are to tabulate the current 
market prices. As the aggregate for the specified quantities of all the 
commodities shows prices to have risen or fallen money is to be 
withdrawn or more issued until the daily total corresponds with the 
standard total. At once it should be said that this clearly shows a 
misunderstanding of the subject. The withdrawing of money will not 
of itself lower prices. It will probably only leave more to be done by 
means of bills of exchange and open credit. If the trade is good 
some means of exchange will be found or made. No trader will wait 
for government paper when he has a good profit offered in a safe 
individual’s paper. It is another matter when a definite and scarce 
metal is required, though even the diminishing of that will not 
lower prices immediately. 

We are to suppose, however, that prices have been getting higher 
and money has been withdrawn. Under these conditions a small 
thing will cause an impression that prices are about to fall. The effect 
will follow the impression. Another effect will be that legal tender 
money must now be had. People do not go on renewing bills under 
such circumstances. ‘This is the testing time for the scheme. Inter- 
est is variable. Paper money can be issued on securities. But the 
idea lying at the foundation of the scheme is the issuing of money in 
quantities fixed according to the prices of commodities. This, which 
Mr. Fonda no doubt regards as the strong point, is the weak one. It 
supposes an absolutely immediate connection between the money mar- 
ket and the commodity market. Such connection does not exist. 
There are two distinct markets. 

It is not difficult to imagine a genial official chief statistician and 
controller suavely expressing his regrets that he is unable to issue more 
money as the returns are not yet to hand. This would be possible if 
there were an immediate connection between commodity and money 
markets. But the difficulty is seen to be intensified when the facts are 
considered. A commodity merchant might come away from the com- 
modity market where he had made purchases at high prices in the early 
morning. On those prices or even those of the day before the gov- 
ernment control would be based. The merchant might then find that 
either on account of something in the money market itself or of some 
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solitary market quite remote from his own and the bulk of the markets 
there was a disinclination to renew bills and a rush for money. The 
panic would occur that day. On the morrow, or at least some hours 
after, the government, having obtained news of the fall of prices, 
would come blustering up with a supply of money. But the mischief 
would have been done. The falling prices would go on falling. Mer- 
chants, bankers, money brokers, and others, after a few hours suspense, 
and knowing that prices have fallen, do not go in great haste to buy 
on speculation. They wait until prices have touched bottom again. 

The creation of money does not necessarily raise prices. It is the 
money which is used which raises prices, not that which exists. All 
experience proves that England at present is fully realizing this, and 
the using depends on and follows the trade. It does not govern and 
iuduce it. 

The scheme entirely ignores the important factors of rapidity of 
transfer of money and the creation of virtual money in the shape of 
credit. The same amount of legal tender money will do more or less 
work according as it is transferred more or less rapidly. If there is a 
demand for commodities at a profit the commodities will be supplied 
and the money must come afterwards. Indeed it is absolutely courting 
disaster to withdraw money when the great demand for commodities as 
shown in the higher prices proves that in a short time money will be 
required to pay for those commodities. The prices are influenced when 
bargains are being made, not when the money is paid. On the natural 
system, the creation of bills sets in motion a force which gradually 
diminishes its creation by raising discount rates. But at the same time 
by means of the discount rate it tends to induce a supply of money 
from elsewhere ready for the demand. The moment the bills come 
into the market they have their influence. There is all the difference 
in the world between, on the one hand, allowing the discount rate not 
only to diminish demand but also to increase supply, and, on the other 
hand, withdrawing money just before it is wanted. The one gives 
natural elasticity, the other artificial bumping. The latter leaves all 
the money to be supplied at the moment when prices have taken a turn 
downwards, and that by the brilliant rapidity of motion of government 
returns and officials. Suppose however that not a genial official but 
an official genius by some marvelous arrangement could determine 
when money should be issued. He would of course require security. 
That would be required under any good system. But instead of supply- 
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ing money as required by the money market he supplies it inversely as 
required by the commodity market. When much is being done it must 
be done by merchants’ bills of exchange. When little is being done 
there will be a large quantity of government paper with which to do it. 
The crest of the wave we have noticed. The trough is occupied by 
much money and little trade. Now, if it were metal capable of being 
conveyed away to raise prices elsewhere, this effect might be brought 
about. But it is paper, useless except in America. No one would bor- 
row it. If they did, and any effect were produced on prices by its influ- 
ence, it would be because of the existence of more money, not by 
increased demand. In other words, instead of more consumable wealth 
being produced to exchange elsewhere, all prices would be raised to the 
advantage of the possessors of land and wealth and the disadvantage of 
the whole nation, who are consumers. ‘The prices would be raised out 
of proportion to the prices of other places, with the result that other 
countries would continue the trade, and the country with the honest- 
money scheme would be kept out of the markets. 

The whole proposal seems based on the idea that trade exists for 
money and not money for trade; that if a nation has money it will 
buy and sell; not that if people wish to buy and sell they will use 
money. I am not familiar with the exact circumstances of American 
currency but I am sure of one thing—the people of the United States 
do not require more money or they would very quickly have it. If any 
responsible men will put bills into the market they can have them dis- 
counted. Moreover, if the people who are hindering trade by their 
artificial contrivances will let it alone and allow some profit to be made, 
the bills will be put into the market. If any people have commodities 
or labor to sell, they must be dull if they have not before this learnt that 
the way to accomplish their object is to lower their prices. The rise 
will follow when they have induced the demand. 

The truth is that on all hands too much is made of money and too 
little is made of the exchange for which money exists. In America, 
just as perhaps to a smaller extent in England, every means suggested 
for increasing prosperity is something to raise prices. Yet every one 
should know not only that if he wishes to sell he should lower his 
prices, but also that if he wishes to buy he would like his neighbors’ 
prices lowered. Every man may wish his own selling prices raised 
but to raise them by something which raises prices all round is obvi- 
ously useless. The lowering every man can accomplish for himself, 
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and if every man does it the nation will doit. Again, if the nation 
wishes to sell, the method is the same. No good can come of raising its 
prices. If it wishes to buy it is not served by raising the prices of 
other nations. If it does not wish to buy it should keep its own prices 
low by avoiding everything which will increase the cost of production. 
Failing such low prices the foreigner will bring his goods to sell. That 
in itself will not be an evil, but the blessing will be diminished if, find- 
ing prices are too high, he takes back bonds instead of goods. This does 
not indicate any of the need for more money, which seems to be the 
cry, but for more production at lower prices. The currency cannot be 
neglected. But the need is for more elasticity, which a more natural 
system alone can give. Perhaps the plan which most nearly approaches 
perfection up to the present is that by which the Bank of England 
“attempts in a feeble way,” as Mr. Fonda puts it, “to regulate the vol- 
ume of money.” It still requires to be made somewhat more elastic. 
But Mr. Fonda’s plan, so far from being an improvement on it, would 
give a curtency much less elastic. If he wishes to benefit the people 
of the United States in the matter of their monetary system he must 
try again. F. U. Laycock. 
SHEFFIELD, ENGLAND. 
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The Evolution of Industry. By Henry Dyer. New York and 
London: Macmillan & Co., 1895. 8vo. pp. xi+307. 


As MIGHT be surmised from the author’s varied attainments and 
activities, there is in this work no lack of sufficient breadth of view. 
The author brings to the study of his problem (which, though the title 
fails clearly to indicate it, is the future evolution of industry) consid- 
erations taken from a wide range of science-observation and—one must 
add—speculation. 

He begins, for example, with a discussion of the general law of the 
conservation and dissipation of energy. ‘‘The most evident lesson,” 
he tells us, “to be learnt in connection with economics and industry 
from these physical principles... . is that no amount of ingenuity can 
produce work without the expenditure of energy in some shape or form, 
and that those that do not take a fair share in this expenditure must be 
dependent on the energy exerted by others. The law of the conserva- 
tion of energy therefore enables us to determine the economic value of 
each member of the community.” 

This passage is an example of many of the author’s arguments in 
which depth is so sacrificed to breadth that one is tempted to think 
that the reservoir of his logic has entirely washed away its banks. It 
is, of course, obvious that even in purely physical labor—how much 
more in intellectual—the mere amount of energy expended is very far 
from determining the economic value of the result. One man may 
expend as much energy in working out his ideas of a perpetual motion 
machine as another expends in inventing the steam engine or the tele- 
graph. 

It is, however, hardly fair to take single passages of the book by 
themselves. The work is an extraordinarily uneven one, and contains 
cogent statements of essential factors of the social problem, along with 
such flabby arguments as above cited. The curious thing is that the 
author, having once stated a principle—be it good or bad—seems to 
lose sight of it, at least for some time, to revert to it in one connection 
and ignore it in another where it seems equally applicable. He appa- 
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rently dreads to face at any single time more than one or two of the 
difficulties which confront his somewhat optimistic ideal of the devel- 
opment of society. It is clear, for example, that he recognizes the tre- 
mendous obstacle which the necessity of a rigid process of selection — 
whether “natural” or conscious-—for the improvement or even the 
maintenance of the quality of the race, places in the way of any easy 
scheme for the elimination of hardship or the realization in society of 
our ethical ideals. He puts the case well: 


What the blind struggle for existence does for the vegetable and lower 
animal worlds—namely, the extermination of the unfit— must be brought 
about in the social world by the spread of knowledge and the due performance 
of social duties, which tend to produce a higher form of competition. No 
false sentimentalism should allow the race to be propagated largelyby the unfit, 
whose sterilization is one of the most important, as it is probably the most 
difficult, of the problems which society has to face. 


This is the problem which the Sphinx puts to every one who thinks 
social problems out to anything like their ultimate issues : How, if at all, 
can conscious social selection supplant natural selection? Some of Mr. 
Dyer’s answers suggest that he is playing with the Sphinx at the game 
of “twenty guesses.” He gives us no real answer unless it be that “a 
knowledge of biology is necessary to guide us in sociological investi- 


gations.” 

It may not as yet be prudent or even possible to apply the doctrines 
of selection to industrial and social progress. The attempts of Mr. 
Kidd and others in this direction are doubtless premature. Mr. Dyer 
is perhaps wise to refrain. But it certainly seems a case of intellectual 
wabbling to run off forthwith into easy-going optimism like the 
following : 


The general problems of sociology are of a very complicated nature, but 
the special ones involved in the organization of industry seem comparatively 
simple, and a little observation shows that their solution is being evolved 
under the action of forces at present in operation..... The society of the 
not very distant future will have an admixture of individualism, trade union- 
ism, codperation and municipal and state socialism; and not oaly will it be 
found that there is room for all but that ail are neeessary As the evo- 
lution proceeds, the accomplishment of any part of the hopes of those who 
are intelligently and earnestly working for the welfare of humanity will open 
new vistas of progress, in which not only new problems will be presented, but 
also new methods of solution which are at present undreamt of, and which 
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will probably indicate possibilities which are far beyond the highest ideals of 
any Utopia which have ever been painted. 

Perhaps, but if the biological premises which Mr. Dyer accepts are 
true, such glowing prophecies have a shade of irony, until we are shown 
some indication that humanity is on the way toward a solution of the 
fundamental problem of social selection. 

CarRLos C. CLosson. 


A Sound Currency and Banking System. How It May Be Secured. 
By ALLEN RipLey Foote. London and New York: G. P. 
Putnam’s Sons, 1895. 8vo. pp. v-+I10. 


THE comprehensive title of this little book would naturally lead us 
to expect a work embodying some specific suggestions for a “ sound 
currency and banking system.” ‘Those who search the volume for 
such suggestions will search in vain. The test of the “soundness” of a 
currency and banking system is nowhere distinctly indicated, and the 
uninitiated will be likely to find themselves quite as much in the dark 
on this important point after a perusal of the volume as they were 
before. 

In form the book is a series of seven tracts on subjects more or 
less distantly related. Some of these first appeared as articles in the 
Banking Law Journal, and are now reprinted, while others were read 
as addresses before various commercial organizations. Of course, in 
a congeries of such a nature we can hardly expect much unity of 
thought or treatment, while the necessarily superficial character of the 
public addresses and the apparently limited space allotted to the pub- 
lished articles has hindered the author from giving to the public much 
new information. Although the volume is comprehensively addressed 
“To the Sufferers from the Panic of 1893,” it does not seem likely 
that these sufferers will derive many practical hints from Mr. Foote’s 
discourses. 

The first of the seven papers (which appears to be the only one of 
the collection now printed for the first time) has been put in the form 
of an introduction to the remaining six, and is entitled: ‘“A Plea for 
a Monetary Commission.”” The author’s main contention is that “the 
currency problem is a financial and a patriotic, not a political, ques- 
tion.” From this position it is, of course, impossible to dissent if we 
consider only what seems to be the intended meaning, and disregard 
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the criticisms of those who would say that the “currency problem” 
can in nowise be regarded as a question of finance, and who would 
omit the unnecessary adjective “patriotic’’ on the ground that all 
problems of public import are obviously so. If the author means, as 
he seems to imply, that monetary problems cannot be adequately con- 
sidered by the mass of the people, but should be dealt with in a scien- 
tific way, the reply may be made (although few would disagree with 
Mr. Foote’s statement in this revised form) that the same is true of 
nearly all important public questions. 

Slipshod expressions abound in these first pages,—as they do, 
indeed, throughout the book. “The currency problem has been 
tinkered with, but not reformed” is an example. 

In the remaining papers the author takes up a variety of subjects: 
“A Plea for a Sound Currency and Banking System ;” “Is it a Safe 
Time to Repeal the National Tax on State-Bank Currency ;” “Gold 
Redemption by the United States Treasury ;” and “The United States 
Treasury must Cease doing a Banking Business,” are the titles of some 
of the tracts. The line of thought is sufficiently clear without further 
comment. While, of course, no one would think of disagreeing with 
most of the propositions laid down by Mr. Foote, it is much to be 
regretted that he has not gone somewhat more thoroughly into the 
important subjects upon which he has touched. To those unversed 
in these matters, generalities are of little value if unaccompanied by 
more specific directions, while to those who are better instructed they 
are superfluous. It is also unfortunate that the author has fallen into 
the common error of supposing that in opening a paper or address it 
is necessary to begin with a prelude of historical or ethical truisms 
before coming close to the subject in hand. For example such 
observations as these are to be found. “The certainty of reward 
induces diligence, energy and skill. The certainty of the undisputed 
enjoyment of savings, profits and increments induces care, thrift and 
prudence..... These are the foundation of character and of prop- 
erty.” While it may be impossible to disagree with these postulates, 
it is to be said that they are scarcely germane to the subject in hand. 

In a word, the book is heavily padded, and when the padding has 
been removed little is left. Probably the most useful portion of the 
book is that included in pages 71-83, where a convenient summary of 
United States currency legislation (1787-1893) is given. The section 
on “Gold Redemption” may be of service as a handy collection of 
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some well-known facts. Possibly the volume will serve a purpose in 
the present monetary discussion. Most of Mr. Foote’s assertions, if 
taken with the proper modifications, cannot be quarreled with. 

H. ParKER WILLIs. 


Bimetallism. By Henry Dunninc MacLeop. London and New 
York: Longmans Green & Co., 1894. 8vo. pp. xviii+138. 


BIMETALLISM is the seventh chapter of the forthcoming new 
edition of the author’s Zheory of Credit. We are indebted for its earlier 
publication to the renewed interest recently excited by monetary dis- 
cussions, both in Europe and America, the author’s aim being to fur- 
nish a compact treatise which shall set forth succinctly the general status 
of the case against bimetallism with especial reference to England and 
the Indian silver question. 

Naturally, in an excerpt of this kind, which has its connection 
both with earlier and later chapters of the book of which it is an 
integral part, we cannot expect a thorough-going treatment of the 
question. This the author himself indicates in the preface. But, 
further than this, those who anticipate, from the comprehensive, 
although indefinite title, an orderly and scientific treatment of the 
theory of bimetallism will be disappointed. The book is merely a 
brief history of bimetallism in England and India, and a statement of 
the present condition of the bimetallic controversy in those countries. 
Into the historical portion of the book there are injected some few 
facts concerning bimetallism in various European states, while the con- 
troversial sections contain some additional matter on international 
bimetallism and the general principles of money. 

Of the seventeen sections into which the book is divided, the first 
seven, covering an aggregate of 75 pages, are devoted chiefly to a 
summary of the work of early writers on money (Oresme, Copernicus, 
Newton, Locke, etc.), with an account of bimetallism in India. 

Little new information is to be found in the historical part of the 
volume. Most of the material may be gleaned from the ordinary 
works on the history of political economy, although here and there 
bits of previously unpublished or inaccessible matter (¢. g., the 
minute of the Governor General of India on Bimetallism, dating 
from 1806) occur. Most of these are, however, curious and inter- 
esting rather than important. The main interest and value of the 
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book reside in that portion of it which deals with bimetallism as 
a living issue in England. Under the heading “The Assertions 
of the Bimetallists Confuted,” some of the principal bimetallic argu- 
ments are analyzed and demolished in a concise way. The whole 
question at issue is reduced by the author to the inquiry whether, with 
free coinage of gold and silver, the relative value of coins is regulated 
by the legal ratio established between the two metals or the relative 
value of the metals as bullion. To this is added the inquiry whether, 
if it be impossible for one country to maintain a “concurrent circula- 
tion” of gold and silver with unlimited coinage of both metals, this 
novel feat can be performed by a union of any number of countries. 
The first of these questions has been inductively answered in the 
negative by reference to the examples adduced in the first or historical 
portion of the book. The later sections lead up to an answer to the 
queries of the international bimetallists and those who hope to extri- 
cate India from her present difficulties by international agreement. In 
general Mr. MacLeod stigmatises bimetallism as a bold proposal to 
debase the coinage by more than 50 per cent. 

It certainly cannot be denied that Mr. MacLeod displays grasp and 
incisiveness in his brief treatment of the more theoretical portion of 
the subject. Still there are a number of points relating to the theory 
of credit where issue must be taken with his views. It is well known 
that Mr. MacLeod’s ideas on the subject of credit will not always bear 
the test of close examination. Moreover the style of the book is 
intensely irritating. To say that “monometallists may have a vague 
general idea that their system is the right one but very few of them 
have any real knowledge of the historical facts . . .-. upon which the 
system of monometallism is based” certainly displays scant respect for 
some of our best investigations. This, however, is but one out of many 
possible examples of the intense egotism which pervades every page 
of the volume. This arrogance also frequently leads Mr. MacLeod 
to mistake rhetorical diatribes for argument. Sober scientific presenta- 
tion is crowded off the stage by self-assured doctrinairianism. While 
many may feel sympathy with the assertion that “‘ when the bimetallists 
are called upon to substantiate their assertions . . . . they will find 
themselves very much in the case of Shadrach, Meshech, and Abednego 
when cast bound into the burning fiery furnace, but they will not 
escape as easily as those young gentlemen did,” the reader neverthe- 
less feels that this species of rhetorical exaggeration is a blemish upon 
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a professedly scientific presentation of any subject. Some may never- 
theless be inclined to believe that this same extremity of statement, 
which tends so strongly to deprive the book of scientific value, will 
increase its weight with the great mass of American readers, who are 
not noted for carefulness in weighing words and phrases, and that so 
long as the point of view is essentially sound, matters of scientific 
style and form are of secondary importance in a popular economic 
work. There may be a shade of justice in this view, and were it not 
for the general tone of the book it might be valuable in combating 
the absurdities of the “silver men.” Unfortunately, however, its 
“English” point of view will be likely to discredit it here, and it is 
probable that its main use will be that of a handy volume to which one 
can refer for information, most of which is accessible elsewhere in a 
less available form. 

This limitation of its usefulness is certainly to be regretted, since 
the conclusions drawn by the author —especially the necessity for a 
monetary commission, which is strongly urged —are in general excel- 
lent and are calculated to exert a beneficial influence upon popular 
monetary opinion. 

Mechanically, the book is tastefully arranged and pleasing to the eye, 
although it is hard to see why the use of the period by way of punctuation 
at the end of the paragraphs should have been discontinued, unless, 
indeed, this innovation is intended as a symbol of the frequently 


broken and disjointed character of the thought. 
P. W. 


Unemployment. {Part I. of the Twenty-fourth Annual Report of 
the Massachusetts Bureau of Statistics of Labor.] By 
Horace G. Wap.in, Chief of the Bureau of Statistics of 
Labor. Boston: Wright & Potter Printing Co., State 
Printers, 1894. 8vo. pp. ix+264. 


THE Massachusetts Bureau of Statistics of Labor has, from time 
to time, presented a great deal of valuable information upon what— 
if one may venture to follow Mr. Wadlin in his heroic attempt to 
introduce a needed but rather uncouth term—may be designated as 
the problem of “unemployment.” Besides the Annual Statistics of 
Manufactures, showing the number employed month by month in 
the important manufacturing industries of the commonwealth, the 
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bureau has made several special investigations in regard to the num- 
ber of the unemployed. As far back as 1878, when it was currently 
reported that there were from 200,000 to 300,000 persons out of 
employment in the state, the bureau, with the assistance of the police of 
the cities and the assessors of the towns, set on foot an inquiry which 
indicated that even at the worst period of the year not more than 
30,000 male and female wage earners were unemployed. (Report of 
the Bureau for 1879, pp. 3-13). In 1885, in connection with the 
state census, the bureau conducted an elaborate investigation in regard 
to the prevalence and duration of “unemployment” among the wage 
earners of the commonwealth. (Report of the Bureau for 1887). 
This last named inquiry has furnished by far the most trustworthy 
basis for computing the extent of unemployment under conditions 
fairly typical for the industrial population throughout the country in 
a period of moderate depression. Its most serious defect—the failure 
to secure the information in a form which would have shown the num- 
ber unemployed at any specified time during the year—is, it is under- 
stood, to be remedied in the similar census which is now in process of 
compilation, and which may be expected to throw much new light on 
the extent of “unemployment.” 

The present report, while it contains much statistical material, 
comprises also considerable critical discussion of the problem of the 
unemployed, and it naturally represents, to a certain extent, the per- 
sonal opinions of the Chief of the Bureau. The reader has, therefore, 
the double advantage of drawing at once upon the resources of an 
efficient statistical agency and the judgment of a thoughtful student 
of social phenomena. 

The more general and introductory portion of the report gives, 
first, a summary account of leading historical examples of public aid 
to the unemployed, such as the experiment with national workshops 
in France—under the Provisional Government —after the revolution 
of 1848, and by contrast the experiment (scarcely less noticeably suc- 
cessful than the former was calamitous) of providing public work for 
the English operatives thrown out of employment by the “cotton 
famine” of the sixties. It is to be regretted that the bureau has not 
added to these accounts (the substance of which was already available 
in the Report of the Labor Department of the English Board of Trade 
on Agencies and Methods for Dealing with the Unemployed) some record 
of certain no less interesting and pertinent, but almost forgotten, 
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experiments of public relief work in this country, and notably the 
employment afforded by New York in the improvement of Central 
Park after the crisis of 1857. There is also needed some account of 
the recent public relief works of the Australian colonies, which have 
in a single city and a single year represented an expenditure of over 
one million dollars, and which suggest lessons bearing closely upon 
our own problems. 

The introduction deals, secondly, with contemporaneous measures 
for assisting the unemployed. Here also, as regards foreign con- 
ditions, much of the treatment follows very closely the valuable Eng- 
lish report just cited, though information is drawn also from a report 
of the Office du Travail on Ze Placement des Employés, the Report 
of the Bureau of Industries of New Zealand, and other documents. 
In this connection also there are regretable omissions. We find, for 
example, no mention of the publicly subsidized society in Berne, 
Switzerland, which ensures workingmen against periods of idleness. 
(Cf. for the discussion of the general adoption of a similar plan as a 
remedy of the worst evils of “unemployment” Dr. George Adler’s 
pamphlet, Ueber die Aufgaben des Staats angesichts der Arbeitslosighett. 
Tiibingen, 1894.) 

After a discussion of employment agencies, the report summarizes 
the statistics which the bureau has furnished in previous publications 
concerning the extent of “unemployment” in Massachusetts. Cer- 
tain of these figures throw considerable light upon the much disputed 
question of the number of dona fide workmen unemployed during the 
recent crisis. Thus, during the last four months of 1893 the number 
employed in the manufacturing industries was, on the average, over 
17 per cent. less than the maximum number employed during the 
year, whereas the corresponding decrease for 1892 was less than 1 
per cent. 

The most valuable portion of the report is the minute presentation 
of the statistics of relief work in Boston on the basis of information 
gathered by the relief committee in investigating candidates for assist- 
ance, and subsequently analyzed by the Bureau of Statistics of Labor. 
The amount expended in wages for men by the Citizens’ Relief Com- 
mittee was $63,953, which was distributed among 5761 men. The 
total number of applicants was 7460, of whom the surprisingly large 
number of 6431 were non-citizens (persons not entitled to vote). Of 
the total number aided, about 33 per cent. were from 20 to 2g years of 
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age, about 33 per cent. between 30 and 39, 19 per cent. between 40 and 
49 and 8 per cent. between 50 and 59. As regards occupations most 
numerously represented 4115 were classified as laborers, 768 as tailors, 
294 as teamsters, 208 as carpenters, and 169 as painters. Of the 5761 
aided, 4026 had been wholly without employment for an average period 
of 3.02 months, the remainder had succeeded in obtaining more or 
less work upon “odd jobs.” The report gives similarly detailed sta- 
tistics with regard to the women supplied with work in the sewing 
rooms opened by the Citizens’ Relief Committee, or under their 
patronage. The statistics here cited apply only to the principal of 
several of these undertakings, the Bedford street sewing rooms. Here 
work was furnished to 2728 women out of a total of 3525 applicants, 
at an outlay for wages of $24,048. It is suggestive that of the appli- 
cants whose nationality was recorded 2928 were found to be foreign 
born, as against goo native born. Out of 2382 women whose pre- 
vious occupations were known, 1025 had been employed at labor which 
may be classed as “shop work,” 570 at “home work,” and 787 in 
personal and domestic service. The previous weekly wages earned by 
the three groups had averaged respectively $4.71, $3.67, and $3.76. 
Of the 3525 applicants, 2642, or about 75 per cent., had, so far as 
could be ascertained by a careful investigation, received no aid from 
other charitable associations or institutions. These citations will serve 
to indicate the value of these detailed statistics of the local work in 
Boston. 

One further portion of the report is worthy of note in connection 
with the question, so much discussed in the newspapers during the 
depression, as to the scarcity of rural labor as compared with the 
overplus of urban labor. The bureau obtained testimony from 1o21 
employers of agricultural labor representing all the agricultural dis- 
tricts in the state. In answer to the question: “Is the demand for 
agricultural labor in your town apt to be in excess of the actual sup- 
ply?” 527 answer unqualifiedly in the affirmative, 45 reply in the 
affirmative so far as regards certain seasons, and 11 so far as concerns 
women help only. “The number of each sex which the employers 
found it difficult to obtain is stated to be with respect to the males, 
1239, and with respect to the females, 489.” These figures confirm the 
opinion that even in times of depression there is in an agricultural 
community — not indeed the unlimited demand for labor pictured by 
some of the newspapers as sufficient to satisfy all of the unemployed 
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who really desire work—but still a considerable opening for hardy 
laborers who are willing to accept the rather low wages and the monot- 


onous conditions of farm labor. 


Report of the Massachusetts Board to Investigate the Subject of the 
Unemployed. Boston: Wright & Potter Printing Co., State 
Printers, 1895. 8vo. pp. lviiit-206, xxiii+ 100, xiii+122, 
Ixiii+24, lxiii+130. 


Tuis massive document of 802 pages is by far the most thorough 
work, both descriptive and critical, that has appeared in this country 
upon the problem of the unemployed, and is in every way distinctly 
creditable to the members of the board, to its secretary, and others 
who have co-operated in the investigation. The report consists of five 
parts, which have been laid before the legislature from time to time, 
entitled respectively, “‘ Relief Measures,” ‘Wayfarers and Tramps,” 
“ Public Works,” “ Causes,” and “ Final Report.” 

The first section is a description of the relief measures adopted in 
the various cities and towns of the state, to which is added some account 
of contemporary measures in various cities in this country and Europe. 
The methods in use in Massachusetts are classified according as they 
were undertaken by one or another of the foliowing agencies: (1) 
Special citizens’ relief committees, organized primarily to aid the unem- 
ployed ; (2) municipal departments having charge of public works upon 
which it was possible to give employment; (3) labor organizations 
giving aid either by usual out-of-work benefits or by extraordinary 
wnethods ; (4) private charities, including all permanent relief-giving 
organizations not connected with the state or municipal government 
on the one hand, or with labor organizations on the other; (5) the 
permanently established public relief agencies, administered for the state 
and for municipalities, such as poor departments. The methods in the 
various cities are carefully described ; and although this portion of the 
report does not pretend to estimate the value of the various undertak- 
ings, there is in the testimony cited and in the incidental comments of 
the board much material for forming conclusions as to their relative 
worth. 

The account of the Massachusetts experience is supplemented by a 
statement of certain typical methods in seven of the important cities 
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in this country. It is perhaps to be regretted that only certain aspects 
of relief work even in the few cities chosen have been described. A 
more complete account than has yet been compiled of relief measures 
throughout the United States, while it would admittedly be somewhat 
tedious reading, would be of value at any rate in emergencies similar 
to those of the recent depression. The brief summary of relief meas- 
ures in Great Britain and in Germany gives recent information not 
hitherto easily available. 

The board was appointed in part through the influence of persons 
who have sought to bring about within the commonwealth a more 
rational treatment of the tramp problem, and it is hoped that the labors 
of the board will accomplish something in this direction. At any rate, 
not the least valuable portion of its report is that which deals with the 
treatment of wayfarers and tramps. The statutes should in the judg- 
ment of the board be amended to bring about the following results : 

1. It should be easier to convict vagrants and tramps. 

2. That the overseers of the poor in every town shall provide decent 
accommodations of food and lodging for wayfarers, and in return therefor 
shall demand work. Refusal on the part of wayfarers to comply with this 
demand shall constitute Arima facie evidence of tramping. No wayfarers 
shall be lodged in police stations or in tramp rooms connected with such sta- 
tions ; these stations shall be reserved solely for those under criminal charge 
or sentence. Failure on the part of overseers of the poor to demand work 
shall be subject to penalties. 

3. All persons found riding on freight trains without authorized permission 
should be punished with the penalties against tramps. 

4. Tramps shall be punished by imprisonment in the state prison, state 
reformatory, state farm, or house of correction, for not less than one year or 
more than three years. 

It is further recommended by the board—and this is the more rad- 
ical recommendation —that the state establish an industrial and agri- 
cultural colony to which tramps and vagabonds under thirty years of 
age shall be committed, and to which any male person under that age 
shall, under suitable conditions, be allowed to betake himself. 

The third installment of the report deals with employment upon 
public works, as related to the problem in hand. Some of the conclu- 
sions of the board, based upon the recent experience of Massachusetts 
cities and upon a great deal of expert testimony, may here be sum- 
marized. As a rule the municipality does not do construction work as 
cheaply as can a contractor to whom the work is entrusted, but the 
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direct municipal work is generally better in quality. Cities in letting 
contracts should guard against the introduction of bodies of non-resi-: 
dents, and particularly of alien laborers, and in periods of distress they 
should, moreover, give the preference to home producers of the mate- 
rials used. A better distribution of the work by seasons might in many 
cases be made. 

A valuable discussion of the amount and causes of non-employ- 
ment forms the fourth section of the volume before us. As against 
the somewhat optimistic opinion so often expressed that there is in 
this country no problem of the unemployed except in times of extraor- 
dinary depression, the board rightly asserts that the problein “must 
be looked upon as a more or less permanent one,” to be “attacked, if 
attacked at all, by slow and patient methods ;” that “even in so-called 
normal times there is an amount of non-employment which occasions 
suffering.” Indeed, if one is interested in seeing how serious the 
problem was even in the earlier half of the century he may be referred 
to the extracts citied in the report from newspapers in the years from 
1835 to 1860—a collection of evidence as to the antiquity of this 
“new” problem which might easily be considerably further extended. 
As regards recent conditions, the report supplements such statistical 
material as is available with a detailed study of the conditions existing 
—not only as regards irregularity of employment, but also as concerns 
wages, stress of work, the character of laborers, etc.,—in eight of the 
principal industries of the state. 

The “Final Report” gives the matured conclusions of the board 
first as to various methods of emergency relief, and secondly as to per- 
manent measures actual and proposed. Not a great deal can, in the 
judgment of the board, be expected from the Public Poor Departments 
in the emergency relief of the dona fide workers thrown out of employ- 
ment; the financial conditions of the municipalities and the difficul- 
ties of undertaking new enterprises without long preparation or at 
unfavorable seasons of the year seem to preclude relief by Public 
Works Departments to about the limits which it reached during the 
late depression; labor organizations which have certain peculiar 
advantages as relief agencies are cramped by lack of adequate funds ; 
Special Relief Committees lack the adequate experience, machinery 
and trained staff; Private Charities, however well prepared to deal 
with the degraded and chronically unfortunate, often lack “a certain 
sort of tact and generous discrimination which is needed in dealing 
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with men and women who, under ordinary conditions, are steady. wage- 
earners,” and have largely lost the confidence of the laboring people. 
In view of these inadequacies of existing agencies, the board suggests 
“as a desirable plan to be worked for, not only for the permanent 
relief of chronic distress, but also for the temporary relief of those 
practically stranded because of non-employment,” the following 
scheme : 


1. An organization shall be formed, known as the Central Labor and 
Relief Agency, with branches in several districts or wards of the city or town. 
If practicable, the organization known as the Associated Charities (Charity 
Organization Society) might be developed along this line. 

2. The administration of this society shall include: (@) workingmen 
familiar with the conditions of unskilled and skilled labor; (6) charity 
experts. This shall apply not only to the administration of the parent society 
but also to that of every branch. 

3. This society shall establish various work-tests of a simple, and, as far 
as possible, educational character, and local in their application. It is not 
intended that every one shall be submitted to the test. The test is designed 
(a) to prevent imposition ; (4) to serve as an additional measure for the better 
training of incompetent persons. 

4. In times of emergency, if special measures appear necessary the public 
should be appealed to for funds, either directly, or, if the charter of the 
society forbids, through an organization practically identical in the personal 
elements represented, and which will be able to use the machinery of the 
Labor and Relief Agency. 

5. If there were exceptional distress in certain trades, it would be proper 
for this society to appropriate and hand over portions of its funds directly to 
the officers of the workingmen’s societies. The expenditure of this appropria- 
tion should be reported upon and audited by the Central Labor and Relief 
Agency or its temporary substitute. 

6. Work-tests designed more particularly for the unskilled and incom- 
petent, being local and varied in character, could, at times of emergency, be 
extended without difficulty, according to special and individual needs, with 
freer opportunities for classification of those relieved. 


Under the head of permanent measures (to which the above pro- 
ject also in certain of its aspects obviously belongs) are discussed a 
variety of proposals for the relief of the overstocked labor market. 
The board looks with some confidence upon the plan of placing cer- 
tain classes of urban labor upon farms or farm colonies; and cites 
among other evidence the experience of the colony at Alliance, N. J., 
established in 1882 by the Hebrew Aid Society of New York, and of 
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another established at Woodbine, N. J., in 1891 by means of funds sub- 
scribed by Baron de Hirsch, the results of the farm colonization of 
Swedes in Maine in 1870, and the success attained in the colony of 
Victoria under the act passed August 31, 1893, “to provide for the 
establishment of village communities, homestead associations and 
labor colonies.” While recognizing that Convict Labor should be in 
some way controlled to prevent the present considerable injury to free 
labor, the board is not prepared to advocate any specific measures to 
this end. With reference to the proposal for an Eight-Hour Day, the 
board holds very rightly that this movement is to be judged on 
grounds apart from its relation to the demand for labor. 

More positive recommendations are made with reference to two 
other proposed means of diminishing the difficulties of non-employ- 
ment. One remedy is a better system of employment agencies. While 
not regarding public employment bureaus as advisable, except in times 
of emergency, the board recommends that the Bureau of Statistics of 
Labor, through special agencies in different parts of the state, collect 
and regularly publish information in regard to industrial conditions, 
thus establishing a sort of clearing house of the demands of labor. 

A more fundamental remedy in that it would do more to remove 
the causes of non-employment is the extension of industrial and also 
of agricultural education. This is one of the few recommendations 
that is made without hesitation and qualification. “We have been 
repeatedly told in the course of our inquiry that there is an unsatis- 
fied demand for better-skilled workmen, while at the same time the 
lower grades are overcrowded For this reason we earnestly advo- 
cate the rapid extension of industrial education in the lower grades of 
the public schools A considerable number of the unemployed in 
our large cities are those who have come from the country into the 
city unprepared for the stress of severe competition which is to be met 
in city life, and have thus become stranded in the large centers of 
population. It is highly desirable that this tendency of immigration 
on the part of those ill-fitted for city life should be stopped as far as 
possible. We believe that this can be done in a considerable measure 
by adapting the education of children in agricultural districts more 
closely to farm life and farm work, so that they can enter upon such 
pursuits with more interest and with greater prospect of success.” 

Finally, upon the necessity of the restriction of immigration the 
board speaks with no uncertain sound ; 
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It appears to us that the evil of non-employment is in a considerable 
measure due to ill-responsible, ill-advised and ill-adapted immigration. It is 
found that not only in Boston, but in many of the cities of similar rank in the 
United States, a large proportion of those who needed help during the emer- 
gency of last winter were immigrants who had recently arrived. It is impos- 
sible to introduce any plan of positive and immediate aid for the unemployed 
of this country that does not mean doing the same for the unemployed of 
Europe. Under present conditions, the United States is attempting to solve 
the question of non-employment for Europe as well as for itself 
of recent immigration is due to depressed and abnormal conditions abroad, 
to governmental persecutions, and to irresponsible and inaccurate representa- 
tions in Europe of industrial conditions in this country. 

A large part of this recent emigration, moreover, remains in the eastern 
cities, unable through lack of means to go to the West or South, where there 
may possibly be a greater demand for such labor [Is there a legitimate 
demand for more of such inferior population anywhere in this country }, or is 
unfitted for the agricultural life which might otherwise absorb it. 

A large number of these immigrants also are illiterate, and consequently 
cannot rise into the ranks of skilled labor. They have become congested in 
our large cities, and not only find themselves repeatedly in need of relief, 
but also depriving the rank and file of our more permanently established 
industrial classes of opportunities of working at unskilled employments when 
there is a temporary interruption in skilled occupations. 

These words are none too strong and they point to one aspect of 
the problem of which the phenomenon of non-employment is only a 
symptom. The fundamental difficulty is the low industrial efficiency 
of a large portion of the population, the presence in the community of 
a mass of low vitality, slight capacity, and slighter adaptability. Indus- 
trial education (though we are disposed to rely too optimistically upon 
the extent to which it can change ingrained character), the dispersion 
of the congested population of the cities, more judicious methods of 
dealing with the unemployed, will do something to relieve the diffi- 
culties of the situation. But they do not touch deeply the real prob- 
lem, with which any constructive social policy will have to reckon — 
the improvement of the quality of the population. The control of 
immigration is indeed the first step-——but it is only the first step— 
toward the solution of this problem. 

Cac. 
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Das Miinchener Béchergewerbe ( Miinchener Volkswirtschaftliche Stu- 
dien. Siebentes Stiick). By Dr. Puitipp ARNOLD. Stutt- 
gart: J. G. Cotta’sche Buchhandlung, 1895. 8vo. pp. viii 
+ 100. 


As THE subtitle of this study indicates, it was the author’s purpose 
to describe the technical, economic, and social conditions which at pres- 
ent obtain in the baking industry of Miinich. Previous investiga- 
tions have neglected for the most part the economic and technical 
aspects of the industry, in spite of the fact, as the author believes, that 
social conditions can be fully explained only by reference to economic ; 
and his purpose is therefore to give due prominence to all classes of 
facts in his discussion of the subject. In this matter of due propor- 
tion it should be said that he has been fully successful. 

The opening chapter is occupied with a description of the condi- 
tions of the industry under the restrictions of the old guild system, 
from which the reforms of Montgelas mark the first advance. This 
investigation the author felt to be necessary to correct the impression 
current among the hand workers of the present that these times were 
the golden days of industrial peace and that now, because industrial 
freedom has displaced successively the regulations of the guilds and 
the system of concessions, “quarrels between masters and men are 
unceasing, and the product grows poorer and poorer each year with the 
increasing competition of the unskillful and the dishonest.” The fact 
that the author’s task was not more difficult may excuse the inadequacy 
of certain portions of this chapter, in particular the one in which the 
transition movement from the early to the present system is traced. 
Little account of this movement is given further than an enumeration 
of the successive legislative acts by which restrictions of various kinds 
were swept away. 

The second of the six chapters describes the present organization 
of the industry in Miinich as compared with its forms in Bavaria as a 
whole and in the empire. Five statistical tables are presented from 
which it appears that the industry is predominantly carried on upon a 
sinall scale. Bakeries with from one to five assistants are by far the 
most numerous not only in Miinich but generally. In 1892 out of the 
428 establishments in the city 366 were of this class. In bakeries of 
all classes, excepting the smallest, machinery, chiefly for kneading, is 
gradually making its way. The fourth of the tables comparing the 
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development of the industry in 1875 with the stage reached in 1882 
shows that a twofold process of change is going on. “In the first 
place the industry has on the average increased in scope, while, at the 
same time, it should be kept in mind that large production had devel- 
oped atamore rapid rate thansmall. Secondly, a transition to modern 
methods of production,” which although “extremely slow, is unmistak- 
able,” “is noticeable in the application of motors and machinery to 
processes both upon a large and upon a small scale.” 

The following chapter sets forth the economic causes and effects of 
the movement which this statistical study has revealed, without, how- 
ever, disclosing the operation of any new principle or furnishing illus- 
tration of any saving through the use of better methods, not already 
perfectly familiar and perhaps more conspicuously visible in other 
branches of industry. The chapter is possibly useful in a different 
way to the student of economics, as it serves to remind him of the 
obvious truth, which the author briefly mentions in quite another con- 
nection, that the advantages to be derived from the use of machinery are 
conditioned always by the more or less strong individual character of 
the industry concerned. The economist, however, will learn little 
from the experience of the Miinich bakeries except by way of the 
additional illustration of principles which have long been sufficiently 
certain and distinct. 

Of far greater interest is the investigation, in the fifth chapter, of 
the social, economic and hygienic conditions of the workers in the 
baking establishments. After showing that wages are higher and 
hours of work shorter in the large establishments than in the small 
the author presents a discussion of the general condition of the 
laborers in the industry as a whole. While the death rate among 
bakers is exceptionally low, it is pointed out that this fact is signifi- 
cant rather of the undesirability of the occupation than otherwise. 
By far the greater proportion of bakers in Bavaria are between the 
ages of fifteen and forty, the number in 1882 being 11,376 or about 
87 per cent. of the total. Of this number furthermore 5483 were 
between the ages of fifteen and twenty. These facts, taken together 
with the low death rate, clearly indicate that the occupation is one 
which men desire to forsake as soon as they are able todoso. For 
this disposition the author finds abundant reason in the difficulty of 
the work, especially the kneading, in the necessity for conducting the 
process at night with the obvious hardships which follow from this, 


RS 
"= 
| 
| 
| 
| 
| 
+ 
; 


500 JOURNAL OF POLITICAL ECONOMY. 


and in the exposure to sicknesses of various kinds, pulmonary and 
other, which the work entails. Many of these evils will, however, 
be abated by the progressive introduction of machinery and the system 
of shifts which will be possible with large production. 

Dr. Arnold has apparently done his work in a thorough and 
painstaking manner though the style in many places is inexcusably 
crude. It does not appear, however, that from the strictly economic 
point of view the study is of great value. The industry which is dis- 
cussed offers at best a not very forcible exemplification of very ele- 
mentary and commonplace principles. To the student of the general 
conditions of labor it will be more welcome. 

H. W. Stuart. 


Annals of the British Peasantry. By Russet M. Garnier. Lon- 
don and New York: Macmillan & Co., 1895. 8vo. pp. xvi 


+ 460. 


CERTAINLY in this latest volume by the author of the valuable 
History of the English Landed Interest the “short and simple annals of 
the poor” have exceeded the circumscribed limits poetically set for 
them. Short and simple they are no longer for Mr. Garnier has per- 
formed his task with a scholarly thoroughness which, judging from 
his copious footnotes and careful bibliography, seems to have 
allowed no spring of information to run to waste. Practically, 
although possibly not consciously, the aim of the book is to lead us to 
a better understanding of the nature and position of the British agri- 
cultural laborer at the present day, resting as they do on a historic 
basis, and to a saner estimate of what may be done both for and by him 
through the agency of the schemes for social amelioration which are 
now so numerous. 

Strictly speaking, the Anna/s takes up the history of the British 
agriculturist from the period of the statutes Extenta Manerii and Quia 
Emptores (1280-1290). Before coming to this period, however, there 
are four chapters of an introductory character in which the origin of 
the employer and the laborer together with the essentials of the land 
régime introduced by the Conquest are discussed in an especially 
scholarly way. The patriarchal form of government of the laborers 
which had been consolidated by the two statutes already mentioned 
and the legislation accompanying them did not last long. The mutual 
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contract between landlords and their villeinage, which approximated 
so nearly to slavery, was broken and done away momentarily by the 
Black Death. Efforts to sustain the old economy, coupled with the 
general reactionary spirit of the times, led to the stringent measures 
which are the origin of the labor laws, but the severity and unfitness of 
these statutes were the source of wide agrarian agitation (culminating 
in the insurrections of Mortimer and Jack Cade) which was only 
stamped out in blood. 

The past quarter-century Mr. Garnier denominates the Golden Age 
of Labor. The British peasant has been enfranchised and his condi- 
tion ameliorated, but his inheritance of incapacity and lack of self- 
control is yet heavy upon him. Only gradually is he learning how to 
better his lot. In the meantime he has become the spoiled pet of the 
national family. Would-be philanthropists are quick to scent imaginary 
abuses, and the peasant himself is grown arrogant. Abolition of 
large estates, subdivision of land, prohibition of the custom of family 
settlement, state administration of the soil, confiscation of glebes, 
sequestration of tithes, the extension of the franchise, free education, 
and high wages irrespective of industrial conditions—all these 
demands the new movement has written upon its banner. The sound 
economic philosophy of the earlier part of the century is replaced by 
the grand, high-soaring sentimentalism of the new sociology and igno- 
rant abuse of the adherents of the true economic faith. The belief 
that the economist has been brought into the world only to be kicked 
by the sociologist and the land nationalizer was never more baldly 
expressed than now. It is considered only a question of political 
expediency whether the rights of the squirearchy should be ended or 
amended. Vested rights count for nothing. The virulent poison of 
Mr. George or the drastic purge of Dr. Wallace must be forced down 
the throats of the owners of property —such is the programme of the 
self-styled “new school.” But the vis inertia of the peasant’s igno- 
rance retards these his would-be helpers. When told that in future 
there are to be no squires, no parsons, no game, the peasant responds: 
“Then who is to pay me my wages and sick-funds.” 

Such, briefly, is the tenor of Mr. Garnier’s book. While much has 
been written on various parts of the period treated, there is possibly 
no work which covers the whole in a manner at once as scholarly and 
as convenient. One criticism among a number that might, however, 
be passed, would be that the parts of the work are somewhat dispro- 
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portioned one to another, and that details are, through faults in the 
style, frequently introduced in an unskillful manner. 
H. P. W. 


Lois Sociales— Recueil des Textes de la Legislation Sociale de la 
France. JOSEPH CHAILLEY-BERT and ARTHUR FONTAINE. 
Paris: Leon Chailley, 1895. 8vo. pp. ix +407. 


Tuis is a compilation of laws relating to the laboring classes and 
the poor of France. It is naturally limited (with slight exceptions) to 
the period since 1789. 

With reference to the subjects and prevailing tendencies of legisla- 
tion, the whole period is to be divided into two epochs at the year 1841, 
when a law protecting children against excessive labor in factories was 
passed by the French parliament, influenced by the example of Eng- 
lish factory legislation through several decades, and by the expo- 
sure of shocking abuses in many factories. This was the beginning of a 
new era in French industrial legislation. In the earlier half century the 
social problems dealt with and the methods of dealing with them were 
essentially those which had been familiar for generations before the 
revolution. The restrictive system was even revived in some of its 
details, as by limitation upon the number of butchers and bakers and 
by the regulation of prices; legislation, aside from restriction, provided 
for the relief of poverty by workhouses, monts de piété, asylums and 
insurance against disability and old age, or forbade the raising the 
prices of necessities of life by monopolies or by withholding goods from 
market. These meliorative devices were all ancient. Even the Con- 
seils de Prud’hommes were not a new conception. With all their pre- 
tence of bold logic, the French at the time of the revolution and just 
after it, offered nothing new toward the legislative cure of industrial 
evils. They attempted only to correct wrongs in the distribution of 
wealth, through interference with exchange or by aid to the poor. The 
effects of this legislation upon morality and bodily welfare were only 
incidental to the purposes of economic well-being. But with the leg- 
islation which distinguishes the later era, and of which factory legisla- 
tion is typical, the order is reversed ; here, immediate moral and phys- 
ical well-being are given the preference, even to sacrificing the direct 
economic advantage of the laborer. The appearance of this class of 
laws is more truly revolutionary than the destruction of the guild sys- 
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tem, as it indicates a fundamentally new conception of the law-giver’s 
relations to the citizen. A second characteristic of this second period 
is the legalizing of industrial combinations in France as elsewhere. 
The reformatory legislation of the last half century has not taken 
place exclusively under any particular form of government. The leg- 
islation which marked the transition to the new era was enacted under 
Louis Philippe, and the overthrow of this monarch retarded a consid- 
erable scheme of reform which had been already partly accomplished; 
while Napoleon III. relied greatly for the permanence of his authority 
upon his ability to gratify the masses by legislation in their interest, 
even encouraging the discussion of delicate social questions. 

The legislation now in question has often proceeded in an order of 
time amazingly at variance with the order of importance of the abuses 
corrected or the advantages gained by the people. The demand of the 
French reformers for a sweeping, spectacular change, especially if it 
might be expressed in an impressive formula (like the Droit au travai?), 
has sometimes been pressed more urgently and realized earlier than 
demands less open to objection. It is thus rather startling to find that 
through all the extravagant legislation of the second republic there 
remained unrepealed a law (Art. 1781 of the Code Pénal) by which a 
workman could not testify in contradiction of his master as to the 
amount of his wages or the share of the year’s payments already 
advanced to him. This remarkable provision survived, not because it 
was not noticed, but because the legislature refused, after repeated dis- 
cussions, to repeal it. Article 415 of the Code Pénal, punishing com- 
bination to raise wages by striking, also survived the February revolu- 
tion, to be repealed under the Empire, though it was discussed by the 
legislature with a view to repeal, on at least four days in the autumn of 
1849. 

The French laborer now enjoys the fullest liberty of combination to 
raise wages, provided violence or threats are not employed to bring 
about a stoppage of work; the day’s work in factories is limited to 
twelve hours, subject to numerous exceptions by administrative regula- 
tion on account of peculiarities in certain forms of production; chil- 
dren under twelve years of age may not be employed in mines, factories, 
etc., and the labor of those under sixteen years and eighteen years is 
limited to ten and eleven hours respectively. Women may not be 
employed in such establishments more than eleven hours, or at night, 
or in underground work ; debts to laborers for services are privileged 


504 JOURNAL OF POLITICAL ECONOMY. 


as against the claims of material men or others upon an employer’s 
property ; in a system of postal savings banks 3 per cent. is allowed 
to depositors; mutual aid societies of France, in happy contrast to 
the ill-conducted and planless societies of the United States, are subject 
to careful regulations to make them safe. A. P. Winston. 


The United States Internal Revenue Tax System. Edited by 
CHARLES WESLEY ELDRIDGE. Boston: Houghton, Mifflin 
& Co., 1895. 8vo. pp. iv+ 722. 

Unper the present title, Mr. Eldridge has undertaken a collection 
of the internal revenue laws at present in force. Though not an official 
publication, the work of editing has been done so carefully that this vol- 
ume may be taken as representing the revised internal revenue laws of 
the United States. As one of the editors of the only previous revisions, 
those of 1873 and 1879, Mr. Eldridge’s qualifications for this work 
were excellent, and he has produced a compilation that will be of 
great assistance to both the practitioner and the student. It is an 
authoritative guide to existing law. 

The various laws are systematically arranged for reference, with a 
digest of decisions and rulings, and other important matter. An 
appendix contains the laws and forms relating to internal revenue 
practice. The introductory sketch on the history of the internal 


revenue system since 1791 is accurate, but all too brief. 
A. C. M. 


Aspects of the Social Problem. By Various Writers. Edited by 
BERNARD Bosanquet. London: Macmillan & Co., 1895. 


8vo. pp. X-+ 334. 

Tuis collection of essays, edited by one of the most versatile of 
English writers, is the work of three persons besides himself who, as 
the preface states, “possess prolonged and systematic experience in 
practical efforts to improve the condition of the poorand . . . have... 
paid careful attention to the methods and principles of social reform.” 
Although the essays were all written on different occasions and for 
other purposes than association in a single volume, the general char- 
acterization of them in the preface is quite evidently true. Emphasis 
is laid throughout upon the necessity of endeavoring in work of all 
kinds among and for the poor to conserve and foster the growth of 
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individual character. Six of the essays, which taken together appear 
to express the philosophic principles shared by the group of authors, 
are contributed by Mr. Bosanquet. The remaining twelve discuss the 
details of the general question and are the work of Mr. C. S. Loch, 
Mr. M. McCallum and Miss Helen Dendy. They deal with such mat- 
ters as the history and administration of the poor law, the condition 
of children in London, the position of women in industry, the practi- 
cal results of poor relief and the aims and methods of charity. The 
great variety of these subjects and the detailed character of their dis- 
cussion preclude any extended notice of the contents of the volume. 

Three of the essays contributed by Mr. Bosanquet, upon “Socialism 
and Natural Selection,” “‘ The Principle of Private Property ” and “ Char- 
acter in its Bearings upon Social Causation,” will be found of particu- 
lar interest. The two first mentioned outline clearly his attitude. 
towards socialism. In so far as socialism simply means the “collec- 
tive organization of certain branches of production,” it “is a matter 
open to discussion with a‘view to its consequences.” But if it aims at 
the total suppression of the personal struggle for existence and the 
elimination of the mutual responsibility which the family relation now 
imposes upon its members, he believes it contemplates a condition 
analogous to panmixia among the lower varieties. Such a socialism 
would favor the survival and spread of degenerate and backward varie- 
ties and involve the decay and disappearance of individual realization 
of social responsibility. It would, he implies, be self-destructive 
because in conflict with the “universal postulates of the struggle for 
existence and natural selection.” 

Mr. Bosanquet’s opinion upon the proper scope of economics as a 
science is expressed in the essay last mentioned. Economics, he 
believes, should be ethical in the sense that it should be concrete, that 
it should take account of man as “a working system of ideas and inter- 
ests in his full personality.” It is to be regretted that Mr. Bosanquet 
does not make it evident that such an ideal does not logically require 
a separate economics for each individual in society. Otherwise the 
question of scope is one of the degree of abstractness which is expedient. 
It is interesting to be assured further, in this connection, that eco- 
nomics as a science is coming more and more to “aspire to deal not 
merely with abstract tendencies but with man’s behavior as a whole 


and the causes of his good and ill fortune.” 
H. W. S. 
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Social England. Vol. iii. (From the Accession of Henry VIII. 
to the Death of Elizabeth.) By Various Writers. Edited 
by H. D. Traitt. London: Cassell & Co.; New York: 
G. P. Putnam’s Sons, 1895. 8vo. pp. xii+ 591. 


Tuis last emanation of Mr. Traill’s editorial supervision shows the 
merits and defects of the preceding volumes. Conceived and executed 
as a co-operative study, by various writers, of the history of England in 
every phase — religion, laws, learning, arts, industry, commerce, science, 
literature,and manners—it is not surprising that the work displays 
unequal merit. 

The most apparent fault of the work is lack of continuity. This 
was inevitable, of course, in a work which is the combined result of the 
labors of so many scholars; but it was the duty of the editor to make 
the whole a composite result, and this has not been done. The third 
volume—and this applies to the series—would be improved if the 
labor of the twenty-five scholars who are represented were compressed 
into that of half that number. There is no reason why the first portion 
of chapter 1 (pp. 1-70) might not have been entrusted to one author 
instead of being the product of four. The history of the constitution 
under Henry VIII. ; the suppression of the monastries ; the relations of 
England and Rome, and those of England to France and Spain, all 
formed the political history of England and had a unity in the per- 
sonality of Henry and Wolsey too vital to be so separated in treatment. 
Again, why must “The New Learning,” “English Literature,” and 
“Scottish Literature” be divided among three several writers? And 
why have Mr. Oman discuss “The Art of War” and Mr. Clowes “The 
Navy ?” 

There has been too much division of labor. The subject of the 
dissolution of the monasteries is an extreme case in point, no less than 
nine persons discussing or alluding to its effects in eleven different 
places (pp. 19; 20-2; 35; 54-65; 92; 114-5; 1273 140; 215; 
252; 261-5). The dissolution itself falls to one writer (pp. 54-65), and 
the disposal of the spoils to another (pp. 65-70), when there seems to 
be no good reason why the subject as a whole might not have been 
given to one author for thorough consideration. Such differentia- 
tion is likely to lead to repetition or disparity of statement. For 
example, the reader is thrice edified by an account of the origin of 
enclosures. 
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One of the best parts of the book is that devoted to a consideration 
of Wolsey and his policy. Mr. A. L. Smith makes clear the point 
that Wolsey’s foreign policy was not of his own choosing (pp. 4-14) ; 
and just here Mr. Smith deserves credit for removing the stigma so 
long attached to the cardinal’s name for the “amicable loan,” and 
placing the burden where it belongs. Wolsey’s influence, however, 
upon the economic development of England at this time, especially 
his commercial policy, is imperfectly presented. We must certainly 
disagree, moreover, with Mr. Smith’s judgment that Wolsey was “the 
last medizval minister —the last of a line which goes back to Dunston 
and includes Lanfranc and Roger of Salisbury, Becket and Langton, 
Arundel and Beaufort, as well as Fox and Wareham” (p. 6; cf. p. 45), 
even as Mr. Arthur Hassall apparently disagrees with him (p. 14);a 
disparity which has escaped the editorial pruning-knife. 

The reign of Henry VIII. was essentially a Renaissance period for 
England. Mr. Bass Mullinger’s account of ‘The New Learning” is 
proof of this. In reflecting Renaissance character and color, in their 
tastes and sympathies, and foibles, too, Henry and his minister were 
true sons of the age. 

But it would be unfair harshly to criticise a work, which, while 
written by scholars, is not intended for the deep student of history, 
but for the general reader. And because it is for this class that Social 
England is intended, one is glad to find that the vulgar error has been 
disposed of, that the War of the Roses left the Tudors supreme because 
the old nobility had been cut off in the conflict. Numbers of the great 
feudal houses had passed away before the war began, and during the 
war, between 1455 and 1487, not a few died out from natural causes, 
The old nobility was depleted no doubt, but the English peerage in 1485 
had utterly lost but very few old names. Around Henry VII. were 
still Audleys, Blounts, Cliffords, Dacres, Herberts, Scropes, Berkeleys, 
Greys, and Lumleys. In 1499 Henry put to death the last rival, 
making the seventh English family of very high estate to perish 
in the fifteenth century. But Stafford, the Duke of Buckingham, 
was put to death by Henry VIII.; the Nevilles were crushed by 
Elizabeth, while the Veres, the earls of Oxford, survived until the 
reign of Anne. 

Another commendable feature is that the Catholic reaction under 
Mary is shown to have been less than ordinarily supposed, and Mary 
is seen to have been a misguided but morbidly conscientious woman, 
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whose life had been soured by trial and persecution, and not a 
bloodthirsty creature actuated by motives of mere cruelty and 
vengeance. 

One minor correction may be made: Kett is sometimes spelled 
Ke¢¢ and sometimes Ke¢. And, why does Mr. Saintsbury spoil a 
cherished form by speaking (p. 524) of “ Benjamin” Jonson ? 

JAMES WESTFALL THOMPSON. 
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APPENDIX. 


DECISION OF THE UNITED STATES SUPREME COURT 
IN THE INCOME-TAX CASES. 


[BELow is given the exact text of the second decision rendered by the 
Supreme Court of the United States in the income-tax cases. The decision 
was read by Chief Justice Fuller, in the presence of a full bench, five justices 
(Fuller, Field, Gray, Brewer and Shiras) voting in the affirmative, and four 
(Harlan, White, Brown and Jackson) in the negative. The first hearing of 
the cases was begun March 7, before a bench of eight justices (Justice Jack- 
son being absent) and a decision was rendered April 8, declaring so much 
of the act of August 28, 1894, null and void as sought to impose a tax on the 
incomes derived from state, county er municipal bonds, and from the rentals 
of real estate. The decision of April 8 covered only a part of the ground in 
controversy, and the sitting judges being equally divided on the question of 
the constitutionality of the income-tax as a whole, the outcome was generally 
regarded as unsatisfactory. A rehearing before a full bench was therefore 
announced for May 6. The rehearing occupied three days and the decision 
was delivered May 20. The most noteworthy circumstance in connection 
with the rehearing was the change of attitude of one of the justices (Justice 
Shiras) who voted in favor of the validity of the statute at the first hearing 
and against it at the rehearing. | 


SUPREME COURT OF THE UNITED STATES. 
OcTOBER TERM, 1894. 


Charles Pollock, Appellant, 


893 us. Appeals from the Circuit 
The Farmers’ Loan and Trust Company et al. | Court of the United 
894 US. States for the Southern 


The Continental Trust Company of the City of District of New York. 
New York et al. 
[May 20, 1895.] 
Mr. CHIEF JUSTICE FULLER delivered the opinion of the Court : 

Whenever this court is required to pass upon the validity of an act 
of Congress as tested by the fundamental law enacted by the people, 
the duty imposed demands in its discharge the utmost deliberation and 

509 


; 
. tf 


510 JOURNAL OF POLITICAL ECONOMY. 


care, and invokes the deepest sense of responsibility. And this is 
especially so when the question involves the exercise of a great gov- 
ernmental power, and brings into consideration, as vitally affected by 
the decision, that complex system of government, so sagaciously framed 
to secure and perpetuate “an indestructible Union, composed of indes- 
tructible states.” 

We have, therefore, with an anxious desire to omit nothing which 
might in any degree tend to elucidate the questions submitted, and 
aided by further able arguments embodying the fruits of elaborate 
research, carefully re-examined these cases, with the result that, while 
our former conclusions remain unchanged, their scope must be enlarged 
by the acceptance of their logical consequences. 

The very nature of the Constitution, as observed by Chief Justice 
Marshall, in one of his greatest judgments, “requires that only its 
great outlines should be marked, its important objects designated, and 
the minor ingredients which compose those objects be deduced from 
the nature of the objects themselves.” ‘In considering this question, 
then, we must never forget, that it is @ Constitution that we are expound- 
ing.” McCulloch v. Maryland, 4 Wheat. 316, 407. 

As heretofore stated, the Constitution divided Federal taxation into 
two great classes, the class of direct taxes, and the class of duties, 
imposts, and excises ; and prescribed two rules which qualified the grant 
of power as to each class. 

The power to lay direct taxes apportioned among the several states 
in proportion to their representation in the popular branch of Congress, 
a representation based on population as ascertained by the census, was 
plenary and absolute; but to lay direct taxes without apportionment 
was forbidden. ‘The power to lay duties, imposts, and excises was sub- 
ject to the qualification that the imposition must be uniform through- 
out the United States. 

Our previous decision was confined to the consideration of the 
validity of the tax on the income from real estate, and on the income 
from municipal bonds. The question thus limited was whether such 
taxation was direct or not, in the meaning of the Constitution; and 
the court went no farther, as to the tax on the income from real estate, 
than to hold that it fell within the same class as the source whence the 
income was derived, that is, that a tax upon the realty and a tax upon 
the receipts therefrom were alike direct ; while, as to the income from 
municipal bonds, that could not be taxed because of want of power to 
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tax the source, and no reference was made to the nature of the tax as 
being direct or indirect. 

We are now permitted to broaden the field of inquiry, and to deter- 
mine to which of the two great classes a tax upon a person’s entire 
income, whether derived from rents, or products, or otherwise, of real 
estate, or from bonds, stocks, or other forms of personal property, 
belongs; and we are unable to conclude that the enforced subtraction 
from the yield of all the owner’s real or personal property, in the 
manner prescribed, is so different from a tax upon the property itself, 
that it is not a direct, but an indirect tax, in the meaning of the Con- 
stitution. 

The words of the Constitution are to be taken in their obvious 
sense, and to have a reasonable construction. In Gibbons v. Ogden 
Mr. Chief Justice Marshall, with his usual felicity, said: “As men, 
whose intentions require no concealment, generally employ the words 
which most directly and aptly express the ideas they intend to convey, 
the enlightened patriots who framed our Constitution, and the people 
who adopted it, must be understood to have employed words in their 
natural sense, and to have intended what they have said.” 9 Wheat. 188. 
And in Rhode Island v. Massachusetts, where the question was whether 
a controversy between two states over the boundary between them was 
within the grant of judicial power, Mr. Justice Baldwin, speaking for 
the court, observed: “‘The solution of this question must necessarily 
depend on the words of the Constitution ; the meaning and intention 
of the convention which framed and proposed it for adoption and 
ratification to the conventions of the people of and in the several 
states; together with a reference to such sources of judicial informa- 
tion as are resorted to by all courts in construing statutes, and to 
which this court has always resorted in construing the Constitution.” 
12 Pet. 721. 

We know of no reason for holding otherwise than that the words 
“ direct taxes,” on the one hand, and “duties, imposts and excises,” on 
the other, were used in the Constitution in their natural and obvious 
sense. Nor, in arriving at what those terms embrace, do we perceive 
any ground for enlarging them beyond, or narrowing them within, 
their natural and obvious import at the time the Constitution was framed 
and ratified. 

And, passing from the text, we regard the conclusion reached as 
inevitable, when the circumstances which surrounded the convention 
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and controlled its action and the views of those who framed and those 
who adopted the Constitution are considered. 

We do not care to retravel ground already traversed; but some 
observations may be added. 

In the light of the struggle in the convention as to whether the 
new Nation should be empowered to levy taxes directly on the individ- 
ual until after the states had failed to respond to requisitions—a 
struggle which did not terminate until the amendment to that effect, 
proposed by Massachusetts and concurred in by South Carolina, New 
Hampshire, New York, and Rhode Island, had been rejected—it 
would seem beyond reasonable question that direct taxation, taking 
the place as it did of requisitions, was purposely restrained to appor- 
tionment according to representation, in order that the former system 
as to ratio might be retained, while the mode of collection was changed. 

This is forcibly illustrated by a letter of Mr. Madison of January 
29, 1789, recently published,* written after the ratification of the Con- 
stitution, but before the organization of the government and -the sub- 
mission of the proposed amendment to Congress, which, while oppos- 
ing the amendment as calculated to impair the power, only to be exer- 
cised in “extraordinary emergencies,” assigns adequate ground for its 
rejection as substantially unnecessary, since, he says, “every state which 
chooses to collect its own quota may always prevent a federal collection, 
by keeping a little beforehand in its finances, and making its payment 
at once into the federal treasury.” 

The reasons for the clauses of the Constitution in respect to direct 
taxation are not far to seek. ‘The states, respectively, possessed plen- 
ary powers of taxation. They could tax the property of their citizens 
in such manner and to such extent as they saw fit; they had unre- 
stricted powers to impose duties or imposts on imports from abroad, 
and excises on manufactures, consumable commodities, or otherwise. 
They gave up the great sources of revenue derived from commerce ; 
they retained the concurrent power of levying excises, and duties if 
covering anything other than excises; but in respect to them the range 
of taxation was narrowed by the power granted over interstate com- 
merce, and by the danger of being put at disadvantage in dealing with 
excises on manufactures. They retained the power of direct taxation, 
and to that they looked as their chief resource; but even in respect to 


* By Mr. WorTHINGTON C, Forp in 7he Nation, April 25, 1895 ; republished in 51 
Albany Law Journal, 292. 
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that, they granted the concurrent power, and if the tax were placed by 
both governments on the same subject, the claim of the United States 
had preference. Therefore, they did not grant the power of direct 
taxation without regard to their own condition and resources as states ; 
but they granted the power of apportioned direct taxation, a power 
just as efficacious to serve the needs of the general government, but 
securing to the states the opportunity to pay the amount apportioned, 
and to recoup from their own citizens in the most feasible way, and in 
harmony with their systems of local self-government. If, in the 
changes of wealth and population in particular states, apportionment 
produced inequality, it was an inequality stipulated for, just as the 
equal representation of the states, however small, in the Senate, was 
stipulated for. The Constitution ordains affirmatively that each state 
shall have two members of that body, and negatively that no state shall 
by amendment be deprived of its equal suffrage in the Senate without 
its consent. The Constitution ordains affirmatively that representa- 
tives and direct taxes shall be apportioned among the several states 
according to numbers, and negatively that no direct tax shall be laid 
unless in proportion to the enumeration. 

The founders anticipated that the expenditures of the states, their 
counties, cities, and towns, would chiefly be met by direct taxation on 
accumulated property, while they expected that those of the Federal 
government would be for the most part met by indirect taxes. And 
in order that the power of direct taxation by the general government 
should not be exercised, except on necessity ; and, when the necessity 
arose, should be so exercised as to leave the states at liberty to dis- 
charge their respective obligations, and should not be so exercised, 
unfairly and discriminatingly, as to particular states or otherwise, by 
a mere majority vote, possibly of those whose constituents were inten- 
tionally not subjected to any part of the burden, the qualified grant 
was made. Those who made it knew that the power to tax involved 
the power to destroy, and that, in the language of Chief Justice Mar- 
shall, “the only security against the abuse of this power is found in 
the structure of the government itself. In imposing a tax, the legis- 
lature acts upon its constituents. This is, in general, a sufficient 
security against erroneous and oppressive taxation.” 4 Wheat. 428. 
And they retained this security by providing that direct taxation and 
representation in the lower house of Congress should be adjusted on 
the same measure. 
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Moreover, whatever the reasons for the constitutional provisions, 
there they are, and they appear to us to speak in plain language. 

It is said that a tax on the whole income of property is not a direct 
tax in the meaning of the Constitution, but a duty, and, as a duty, 
leviable without apportionment, whether direct or indirect. We do 
not think so. Direct taxation was not restricted in one breath, and 
the restriction blown to the winds in another. 

Cooley (On Taxation, p. 3) says that the word “duty” ordinarily 
“means an indirect tax, imposed on the importation, exportation or 
consumption of goods;” having “a broader meaning than custom, 
which is a duty imposed on imports or exports;” that “the term 
smpost also signifies any tax, tribute or duty, but it is seldom applied 
to any but the indirect taxes. An excise duty is an inland impost, 
levied upon articles of manufacture or sale, and also upon licenses to 
pursue certain trades or to deal in certain commodities.” 

In the Constitution, the words “ duties, imposts and excises” are 
put in antithesis to direct taxes. Gouverneur Morris recognized this 
in his remarks in modifying his celebrated motion, as did Wilson in 
approving of the motion as modified. 5 Ell. Deb. 302. And Mr. 
Justice Story, in his Commentaries on the Constitution (Sec. 952), 
expresses the view that it is not unreasonable to presume that the word 
“duties” was used as equivalent to “customs” or “imposts” by the 
framers of the Constitution, since in other clauses it was provided that 
“No tax or duty shall be laid on articles exported from any state,” and 
that “ No state shall, without the consent of Congress, lay any imposts 
or duties on imports or exports, except what may be absolutely neces- 
sary for executing its inspection laws;” and he refers to a letter of 
Mr. Madison to Mr. Cabell, of September 18, 1828, to that effect. 
3 Madison’s Writings, 636. 

In this connectiun it may be useful, though at the risk of repetition, 
to refer to the views of Hamilton and Madison, as thrown into relief 
in the pages of the Federalist, and in respect of the enactment of the 
carriage tax act, and again to briefly consider the Hylton case (3 Dall. 
171), so much dwelt on in argument. 

The act of June 4, 1794, laying duties upon carriages for the con- 
veyance of persons, was enacted in atime of threatened war. Bills 
were then pending in Congress to increase the military force of the 
United States, and to authorize increased taxation in various directions. 
It was, therefore, as much a part of a system of taxation in war times, 
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as was the income tax of the war of the rebellion. The bill passed 
the House on the twenty-ninth of May, apparently after a very short 
debate. Mr. Madison and Mr. Ames are the only speakers on that day 
reported in the Annals. “Mr. Madison objected to this tax on car- 
riages as an unconstitutional tax; and, as an unconstitutional measure, 
he would vote against it.” Mr. Ames said: “It was not to be wondered 
at if he, coming from so different a part of the country, should have a 
different idea of this tax from the gentleman who spoke last. In 
Massachusetts, this tax had been long known; and there it was called 
an excise. It was difficult to define whether a tax is direct or not. He 
had satisfied himself that this was not so.” 

On the first of June, 1794, Mr. Madison wrote to Mr. Jefferson: 
“The carriage tax, which only struck at the Constitution, has passed 
the House of Representatives.” The bill then went to the Senate, 
where, on the third day of June, it “was considered and adopted ;” 
and on the following day it received the signature of President Wash- 
ington. On the same third day of June the Senate considered “an 
act laying certain duties upon snuff and refined sugar;” “an act 
making further provisions for securing and collecting the duties on 
foreign and domestic distilled spirits, stills, wines, and teas;” “an act 
for the more effectual protection of the Southwestern frontier ;” “an 
act laying additional duties on goods, wares and merchandise, etc. ;” 
“an act laying duties on licenses for selling wines and foreign distilled 
spirituous liquors by retail;”” and ‘“‘an act laying duties on property 
sold at auction.” 

It appears then that Mr. Madison regarded the carriage tax bill as 
unconstitutional, and accordingly gave his vote against it, although it 
was to a large extent, if not altogether a war measure. 

Where did Mr. Hamilton stand? At that time he was Secretary of 
the Treasury, and it may therefore be assumed, without proof, that he 
favored the legislation. But upon what ground? He must, of course, 
have come to the conclusion that it was nota direct tax. Did he agree 
with Fisher Ames, his personal and political friend, that the tax was an 
excise? The evidence is overwhelming that he did. 

In the thirtieth number of the Federalist, after depicting the helpless 
and hopeless condition of the country growing out of the inability of 
the confederation to obtain from the States the moneys assigned to its 
expenses, he says: ‘The more intelligent adversaries of the new Con- 
stitution admit the force of this reasoning; but they qualify their 
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admission, by a distinction between what they call énferna/ and external 
taxations. The former they would reserve to the state governments; 
the latter, which they explain into commercial imposts, or rather 
duties on imported articles, they declare themselves willing to concede 
to the Federal head.”’ In the thirty-sixth number, while still adopt- 
ing the division of his opponents, he says: “The taxes intended to be 
comprised under the general denomination of internal taxes, may be 
subdivided into those of the direct and those of the indirect kind . . . As 
to the latter, by which must be understood duties and excises on articles of 
consumption, one is at a loss to conceive, what can be the nature of the 
difficulties apprehended.” Thus we find Mr. Hamilton, while writing 
to induce the adoption of the Constitution, frst, dividing the power of 
taxation into external and interna/, putting into the former the power of 
imposing duties on imported articles and into the latter all remaining 
powers; and, second, dividing the latter into direct and indirect, putting 
into the latter, duties and excises on articles of consumption. 

It seems to us to inevitably follow that in Mr. Hamilton’s judgment 
at that time all internal taxes, except duties and excises on articles of 
consumption, fell into the category of direct taxes. 

Did he, in supporting the carriage tax bill, change his views in this 
respect? His argument in the Hylton case in support of the law 
enables us to answer this question. It was not reported by Dallas, but 
was published in 1851 by his son in the edition of all Hamilton’s writings 
except the Federalist. After saying that we shall seek in vain for 
any legal meaning of the respective terms “direct and indirect taxes,” 
and after forcibly stating the impossibility of collecting the tax if it is to 
be considered as a direct tax, he says, doubtingly: “The following are 
presumed to be the only direct taxes. Capitation or poll taxes. Taxes 
on lands and building. General assessments, whether on the whole 
property of individuals, or on their whole real or personal estate; all 
else must of necessity be considered as indirect taxes.” ‘“ Duties, 
imposts and excises appear to be contradistinguished from faxes.” “If 
the meaning of the word excise is to be sought in the British statutes, 
it will be found to include the duty on carriages, which is there con- 
sidered as an excise.” “Where so important a distinction in the Con- 
stitution is to be realized, it is fair to seek the meaning of terms in the 
statutory language of that country from which our jurisprudence is 
derived.” 7 Hamilton’s Works, 328. Mr. Hamilton therefore clearly 
supported the law which Mr. Madison opposed, for the same reason 
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that his friend Fisher Ames did, because it was an excise, and as such 
was specifically comprehended by the Constitution. Any loose expres- 
sions in definition of the word “direct,” so far as conflicting with his 
well-considered views in the Federalist, must be regarded as the liberty 
which the advocate usually thinks himself entitled to take with his 
subject. He gives, however, it appears to us, a definition which covers 
the question before us. A tax upon one’s whole income is a tax upon 
the annual receipts from his whole property, and as such falls within 
the same class as a tax upon that property, and isa direct tax, in the 
meaning of the Constitution. And Mr. Hamilton in his report on th 
public credit, in refering to contracts with citizens of a foreign country, 
said: “This principle, which seems critically correct, would exempt as 
well the income as the capital of the property. It protects the use, as 
effectually as the thing. What, in fact, is property, but a fiction, with- 
out the beneficial use of it? In many cases, indeed, the éacome or 
annutty is the property itself.” 3 Hamilton’s Works, 34. 

We think, there is nothing in the Hylton case in conflict with the 
foregoing. The case is badly reported. The report does not give the 
names of both the judges before whom the case was argued in the 
Circuit Court. The record of that court shows that Mr. Justice Wilson 
was one and District Judge Griffin of Virginia was the other. Judge 
Tucker in his appendix to the edition of Blackstone published in 1803, 
(Tucker’s Blackstone, vol. t, part 1, p. 294,) says: “The question was 
tried in this state, in the case of United States v. Hylton, and the court 
being divided in opinion, was carried to the Supreme Court of the 
United States by consent. It was there argued by the proposer of it 
(the first Secretary of the Treasury), on behalf of the United States, 
and by the present Chief Justice of the United States, on behalf of the 
defendant. Each of those gentlemen was supposed to have defended 
his own private opinion. That of the Secretary of the Treasury pre- 
vailed, and the tax was afterwards submitted to, universally, in Vir- 
ginia.” 

We are not informed whether Mr. Marshall participated in the two 
days’ hearing at Richmond, and there is nothing of record to indicate 
that he appeared in the case in this court; but it is quite probable that 
Judge Tucker was aware of the opinion which he entertained in regard 
to the matter. 

Mr. Hamilton’s argument is left out of the report, and in place of it 
it is said that the argument turned entirely upon the point whether the 
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tax was a direct tax, while his brief shows that,so far as he was con- 
cerned, it turned upon the point whether it was an excise, and there- 
fore not a direct tax. 

Mr. Justice Chase thought that the tax was a tax on expense, 
because a carriage was a consumable commodity, and in that view the 
tax on it was on the expense of the owner. He expressly declined to 
give an opinion as to what were the direct taxes contemplated by the 
Constitution. Mr. Justice Paterson said: “ All taxes on expenses on con- 
sumption are indirect taxes; a tax on carriages is of this kind.” He 
quoted copiously from Adam Smith in support of his conclusions, 
although it is now asserted that the justices made small account of that 
writer. Mr. Justice Iredell said: “There is no necessity, or propriety, 
in determining what is or is not, a direct, or indirect, tax, in all cases. 
It is sufficient, on the present occasion, for the court to be satisfied, 
that this is not a direct tax contemplated by the Constitution.” 

What was decided in the Hylton case was then that a tax on car- 
riages was an excise, and, therefore, an indirect tax. The contention of 
Mr. Madison in the House was only so far disturbed by it, that the 
court classified it where he himself would have held it constitutional, 
and he subsequently as President approved a similar act. 3 Stat 4o. 
The contention of Mr. Hamilton in the Federalist was not disturbed 
by it in the least. In our judgment, the construction given to the 
Constitution by the authors of the Federalist (the five numbers contrib- 
uted by Chief Justice Jay related to the danger from foreign force and 
influence, and to the treaty-making power) should not and cannot be 
disregarded. 

The Constitution prohibits any direct tax, unless in proportion to 
numbers as ascertained by the census; and, in the light of the circum- 
stances to which we have referred, is it not an evasion of that prohibi- 
tion to hold that a general unapportioned tax, imposed upon all 
property owners as a body for or in respect of their property, is not 
direct, in' the meaning of the Constitution, because confined to the 
income therefrom ? 

Whatever the speculative views of political economists or revenue 
reformers may be, can it be properly held that the Constitution, taken 
in its plain and obvious sense, and with due regard to the circumstances 
attending the formation of the government, authorizes a general unap- 
portioned tax on the products of the farm and the rents of real estate, 
although imposed merely because of ownership and with no possible 
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means of escape from payment, as belonging to a totally different class 
from that which includes the property from whence the income 
proceeds ? 

There can be but one answer, unless the constitutional restriction 
is to be treated as utterly illusory and futile, and the object of its fra- 
mers defeated. We find it impossible to hold that a fundamental 
tequisition, deemed so important as to be enforced by two provisions, 
one affirmative and one negative, can be refined away by forced dis- 
tinctions between that which gives value to property, and the property 
itself. 

Nor can we perceive any ground why the same reasoning does not 
apply to capital in personalty held for the purpose of income or ordi- 
narily yielding income, and to the income therefrom. All the real 
estate of the country, and all its invested personal property, are open 
to the direct operation of the taxing power if an apportionment be 
made according to the Constitution. The Constitution does not say 
that no direct tax shall be laid by apportionment on any other prop- 
erty than land; on the contrary, it forbids all unapportioned direct 
taxes ; and we know of no warrant for excepting personal property 
from the exercise of the power, or any reason why an apportioned direct 
tax cannot be laid and assessed, as Mr. Gallatin said in his report when 
Secretary of the Treasury in 1812,“‘upon the same objects of taxation 
on which the direct taxes levied under the authority of the state are 
laid and assesssed.” 

Personal property of some kind is of general distribution; and so 
are incomes, though the taxable range thereof might be narrowed 
through large exemptions. 

The Congress of the Confederation found the limitation of the 
sources of the contributions of the states to “land, and the buildings 
and improvements thereon,” by the eighth article of July 9, 1778, so 
objectionable that the article was amended April 28, 1783, so that the 
taxation should be apportioned in proportion to the whole number of 
white and other free citizens and inhabitants, including those bound 
to servitude for a term of years and three-fifths of all other persons, 
except Indians not paying taxes; and Madison, Ellsworth and Hamil- 
ton in their address, in sending the amendment to the states, said: 
“This rule, although not free from objections, is liable to fewer than 
any other that could be devised.” 1 Ell. Deb. 93, 95, 98. 

Nor are we impressed with the contention that, because in the four 
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instances in which the power of direct taxation has been exercised, 
Congress did not see fit, for reasons of expediency, to levy a tax upon 
personalty, this amounts to such a practical construction of the Con- 
stitution that the power did not exist, that we must regard ourselves 
bound by it. We should regret to be compelled to hold the powers of 
the general government thus restricted, and certainly cannot accede to 
the idea that the Constitution has become weakened by a particular 
course of inaction under it. 

The stress of the argument is thrown, however, on the assertion 
that an income tax is not a property tax at all; that it is not a real 
estate tax, or a crop tax, or a bond tax; that it is an assessment upon 
the taxpayer on account of his money-spending power as shown by his 
revenue for the year preceding the assessment; that rents received, 
crops harvested, interest collected, have lost all connection with their 
origin, and although once not taxable have become transmuted in their 
new form into taxable subject-matter; in other words, that income is 
taxable irrespective of the source from whence it is derived. 

This was the view entertained by Mr. Pitt, as expressed in ‘his 
celebrated speech on introducing his income tax law of 1799, and he 
did not hesitate to carry it to its logical conclusion. The English 
loan acts provided that the public dividends should be paid “free of all 
taxes and charges whatsoever;” but Mr. Pitt successfully contended 
that the dividends for the purposes of the income tax were to be con- 
sidered simply in relation to the recipient as so much income, and that 
the fund holder had no reason to complain. And this, said Mr. Glad- 
stone, fifty-five years after, was the rational construction of the pledge. 
Financial Statements, 32. 

The dissenting justices proceeded in effect upon this ground in 
Weston v. Charleston, 2 Pet. 449, but the court rejected it. That was 
a state tax, it is true; but the states have power to lay income taxes, 
and if the source is not open to inquiry, constitutional safeguards 
might be easily eluded. 

We have unanimously held in this case that, so far as this law 
operates on the receipts from municipal bonds, it cannot be sustained, 
because it is a tax on the power of the states, and on their instru- 
mentalities to borrow money, and consequently repugnant to the Con- 
stitution. But if, as contended, the interest when received has become 
merely money in the recipient’s pocket, and taxable as such without 
reference to the source from which it came, the question is immaterial 
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whether it could have been originally taxed at all or not. This was 
admitted by the attorney-general with characteristic candor; and it 
follows that, if the revenue derived from municipal bonds cannot be 
taxed because the source cannot be, the same rule applies to revenue 
from any other source not subject to the tax; and the lack of power to 
levy any but an apportioned tax on real and personal property equally 
exists as to the revenue therefrom. 

Admitting that this act taxes the income of property irrespective of 
its source, still we cannot doubt that such a tax is necessarily a direct 
tax in the meaning of the Constitution. 

In England we do not understand that an income tax has ever 
been regarded as other than a direct tax. In Dowell’s History of 
Taxation and Taxes in England, admitted to be the leading authority, 
the evolution of taxation in that country is given, and an income tax 
is invariably classified as a direct tax. 3 Dowell, (1884), 103, 126. 
The author refers to the grant of a fifteenth and tenth and a graduated 
income tax in 1435, and to many subsequent comparatively ancient 
statutes as income tax laws. 1 Dowell, 121. It is objected that the 
taxes imposed by these acts were not, scientifically speaking, income 
taxes at all, and that although there was a partial income tax in 1758, 
there was no general income tax until Pitt’s, of 1799. Nevertheless, 
the income taxes levied by these modern acts, Pitt’s, Addington’s, 
Petty’s, Peal’s, and by existing laws, are all classified as direct taxes ; 
and, so far as the income tax we are considering is concerned, that 
view is concurred in by the cyclopedists, the lexicographers, and the 
political economists, and generally by the classification of European 
governments wherever an income tax obtains. 

In Attorney-General v. Queen Insurance Co., 3 App. Cases, 1090, 
which arose under the British North America Act of 1867 (30 and 31 
Vict. c. 3 sec. 92), which provided that the provincial legislatures could 
only raise revenue for provincial purposes within each province (in addi- 
tion to licenses) by direct taxation, an act of the Quebec legislature 
laying a stamp duty came under consideration, and the judical com- 
mittee of the Privy Council, speaking to Jessel, M.R., held that the 
words “direct taxation” had “either a technical meaning, or a gen- 
eral, or, as it is sometimes called, a popular meaning. One or other 
meaning the words must have; and in trying to find out their mean- 
ing we must have recourse to the usual sources of information, 
whether regarded as technical words, words of art, or words used in pop- 
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ular language.” And considering “their meaning either as words 
used in the sense of political economy, or as words used in jurispru- 
dence of the courts of law,” it was concluded that stamps were not 
included in the category of direct taxation, and that the imposition 
was not warranted. 

_ In Attorney-General v. Reed, 10 App. Cases, 141, Lord Chancellor 
Selbourne, said, in relation to the same act of Parliament: ‘The ques- 
tion whether it is a direct or an indirect tax cannot depend upon those 
special events which may vary in particular cases; but the best general 
rule is to look to the time of payment; and if at the time the ultimate 
incidence is uncertain, then, as it appears to their lordships, it can- 
not, in this view, be called direct taxation within the meaning of the 
second section of the ninety-second clause of the act in question.” 

In Bank of Toronto v. Lambe, 12 App. Cases, 575, the Privy Coun- 
cil, discussing the same subject, in dealing with the argument much 
pressed at the bar, that a tax to be strictly direct must be general, said 
that they had no hesitation in rejecting it for legal purposes. “It 
would deny the character of a direct tax to the income tax of this 
country, which is always spoken .of as such, and is generally looked 
upon as a direct tax of the most obvious kind; and it would run 
counter to the common understanding of men on this subject, which is 
one main clue to the meaning of the legislature.” 

At the time the Constitution was framed and adopted, under the 
systems of direct taxation of many of the states, taxes were laid on 
incomes from professions, business, or employments, as well as from 
“offices and places of profit ;” but if it were the fact that there had 
then been no income tax law, such as this, it would not be of control- 
ling importance. A direct tax cannot be taken out of the constitu- 
tional rule because the particular tax did not exist at the time the 
rule was prescribed. As Chief Justice Marshall said in the Dartmouth 
College case: “It is not enough to say, that this particular case was 
not in the mind of the convention, when the article was framed, nor 
of the American people, when it was adopted. It is necessary to go 
further, and to say that, had this particular case been suggested, the 
language would have been so varied, as to exclude it or it would 
have been made a special exception. The case being within the words 
of the rule, must be within its operation likewise, unless there be 
something in the literal construction so obviously absurd, or mis- 
chievous, or repugnant to the general spirit of the instrument, as to 
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justify those who expound ‘the Constitution in making it an excep- 


tion.” 4 Wheat. 518, 644. 

Being direct, and therefore to be laid by apportionment, is there 

any real difficulty in doing so? Cannot Congress, if the necessity 

exist of raising thirty, forty, or any other number of million dollars for 
the support of the government, in addition to the revenue from duties, 
imposts and excises, apportion the quota of each state upon the basis 
of the census, and thus advise it of the payment which must be made, 
and proceed to assess that amount on all the real and personal property 
and the income of all persons in the state, and collect the same if the 
state does not in the meantime assume and pay its quota and collect 
the amount according to its own system and in its own way? Cannot 
Congress do this, as respects either or all these subjects of taxation, 
and deal with each in such manner as might be deemed expedient, as 
indeed was done im the Act of July 14, 1798 (1 Stat. 597, c. 75)? 
Inconveniences might possibly attend the levy of an income tax, not- 
withstanding the listing of receipts, when adjusted, furnishes its own 
valuation ; but that it is apportionable is hardly denied, although it is 
asserted that it would operate so unequally as to be undesirable. 

In the disposition of the inquiry whether a general unapportioned 
tax on the income of real and personal property can be sustained, 
under the Constitution, it is apparent that the suggestion that the 
result of compliance with the fundamental law would lead to the 
abandonment of that method of taxation altogether, because of inequal- 
ities alleged to necessarily accompany its pursuit, could not be allowed 
to influence the conclusion ; but the suggestion not unnaturally invites 
attention to the contention of appellants’ counsel, that the want of 
uniformity and equality in this act is such as to invalidate it. Figures 
drawn from the census are given, showing that enormous assets of 
mutual insurance companies; of building associations; of mutual 
savings banks ; large productive property of ecclesiastical organizations, 
are exempted, and it is claimed that the exemptions reach so many 
hundred millions that the rate of taxation would perhaps have been 
reduced one-half, if they had not been made. We are not dealing with 
the act from that point of view; but, assuming the data to be substan- 
tially reliable, if the sum desired to be raised had been apportioned, it 
may be doubted whether any state, which paid its quota and collected 
the amount by its own methods, would, or could under its constitution, 
have allowed a large part of the property alluded to to escape taxation. 
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If so, a better measure of equality would have been attained than would 
be otherwise possible, since, according to the argument for the govern- 
ment, the rule of equality is not prescribed by the Constitution as to 
Federal taxation, and the observance of such a rule as inherent in all 
just taxation is purely matter of legislative discretion. 

Elaborate argument is made as to the efficacy and merits of an 
income tax in general, as on the one hand, equal and just, and on the 
other, elastic and certain ; not that it is not open to abuse by such 
deductions and exemptions as might make taxation under it so wanting 
in uniformity and equality as in substance to amount to deprivation of 
property without due process of law; not that it is not open to fraud 
and evasion, and inquisitorial in its methods; but because it is pre- 
eminently a tax upon the rich, and enables the burden of taxes on 
consumption and of duties on imports to be sensibly diminished. And 
it is said that the United States as “the representative of an indivisible 
nationality, as a political sovereign equal in authority to any other on 
the face of the globe, adequate to all emergencies, foreign or domestic, 
and having at its command for offense and defense and for all govern- 
mental purposes all the resources of the nation,” would be “but a 
maimed and crippled creation after all,” unless it possesses the power 
to lay a tax on the income of real and personal property throughout 
the United States without apportionment. 

The power to tax real and personal property and the income from 
both, there being an apportionment, is conceded ; that such a tax is a 
direct tax in the meaning of the Constitution has not been, and, in our 
judgment, cannot be successfully denied ; and yet we are thus invited 
to hesitate in the enforcement of the mandate of the Constitution, 
which prohibits Congress from laying a direct tax on the revenue from 
property of the citizen without regard to state lines, and in such man- 
ner that the states cannot intervene by payment in regulation of their 
own resources, lest a government of delegated powers shall be found to 
be, not less powerful, but less absolute, than the imagination of the 
advocate had supposed. 

We are not here concerned with the question whether an income 
tax be or be not desirable, nor whether such a tax would enable the 
government to diminish taxes on consumption and duties on imports, 
and to enter upon what may be believed to be a reform of its fiscal and 
commercial system. Questions of that character belong to the contro- 
versies of political parties, and cannot be settled by judicial decision. 
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In these cases our province is to determine whether this income tax on 
the revenue from property does or does not belong to the class of 
direct taxes. If it does, it is, being unapportioned, in violation of the 
Constitution, and we must so declare. 

Ditferences have often occurred in this court — differences exist now 
—but there has never been a time in its history when there has been a 
difference of opinion as to its duty to announce its deliberate con- 
clusions unaffected by considerations not pertaining to the case in 
hand. 

If it be true that the Constitution should have been so framed that 
a tax of this kind could be laid, the instrument defines the way for its 
amendment. In no part of it was greater sagacity displayed. Except 
that no state, without its consent, can be deprived of its equal suffrage 
in the Senate, the Constitution may be amended npon the concurrence 
of two-thirds of both houses, and the ratification of the legislatures or 
conventions of the several states, or through a Federal convention when 
applied for by the legislatures of two-thirds of the states, and upon like 
ratification. The ultimate sovereignty may be thus called into play by 
a slow and deliberate process, which gives time for mere hypothesis 
and opinion to exhaust themselves, and for the sober second thought 
of every part of the country to be asserted. 

We have considered the act only in respect of the tax on income 
derived from real estate, and from invested personal property, and 
have not commented on so much of it as bears on gains or profits 
from business, privileges, or employments, in view of the instances in 
which taxation on business, privileges, or employments, has assumed 
the guise of an excise tax and been sustained as such. 

Being of opinion that so much of the sections of this law as lays a 
tax on income from real and personal property is invalid, we are 
brought to the question of the effect of that conclusion upon these 
sections as a whole. 

It is elementary that the same statute may be in part constitutional 
and in part unconstitutional, and if the parts are wholly independent 
of each other, that which is constitutional may stand while that which 
is unconstitutional will be rejected. And in the case before us there 
is no question as to the validity of this act, except sections twenty- 
seven to thirty-seven inclusive, which relate to the subject which has 
been under discussion ; and as to them we think the rule laid down by 
Chief Justice Shaw in Warren v. Charleston, 2 Gray 84, is applicable, 
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that if the different parts “are so mutually connected with and 
dependent on each other, as conditions, considerations or compensa- 
tions for each other, as to warrant a belief that the legislature intended 
them as a whole, and that, if all could not be carried into effect, the 
legislature would not pass the residue independently, and some parts 
are unconstitutional, all the provisions which are thus dependent, con- 
ditional or connected, must fall with them.” Or, as the point is put 
by Mr. Justice Matthews in Poindexter v. Greenhow, 114 U.S. 270, 
304: “It is undoubtedly true that there may be cases where one part 
of a statute may be enforced as constitutional, and another be declared 
inoperative and void, because unconstitutional; but these are cases 
where the parts are so distinctly separable that each can stand alone, 
and where the court is able to see, and to declare, that the intention 
of the legislature was that the part pronounced valid should be 
enforceable, even though the other part should fail. To hold other- 
wise would be to substitute, for the law intended by the legislature, 
one they may never have been willing by itself to enact.” And 
again, as stated by the same eminent judge in Spraigue v. Thompson, 
118 U. S. go, 95, where it was urged that certain illegal exceptions in 
a section of a statute might be disregarded, but that the rest could 
stand: ‘The insuperable difficulty with the application of that princi- 
ple of construction to the present instance is, that by rejecting the 
exceptions intended by the legislature of Georgia the statute is made 
to enact what confessedly the legislature never meant. It confers 
upon the statute a positive operation beyond the legislative intent, 
and beyond what any one can say it would have enacted in view of 
the illegality of the exceptions.” 

According to the census, the true valuation of real and personal 
property in the United States in 1890 was $65,037,091,197, of which 
real estate with improvements thereon made up $39,544,544,333, Of 
course, from the latter must be deducted, in applying these sections, 
all unproductive property and all property whose net yield does not 
exceed four thousand dollars; but, even with such deductions, it 
is evident that the income from realty formed a vital part of the 
scheme for taxation embodied therein. If that be stricken out, and 
also the income from all invested personal property, bonds, stocks, 
investments of all kinds, it is obvious that by far the largest part of the 
anticipated revenue would be eliminated, and this would leave the 
burden of the tax to be borne by professions, trades, employments, or 
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vocations; and in that way what was intended as a tax on capital 
would remain in substance a tax on occupations and labor. We can- 
not believe that such was the intention of Congress. We do not mean 
to say that an act laying by apportionment a direct tax on all real 
estate and personal property, or the income thereof, might not also 
lay excise taxes on business, privileges, employments, and vocations. 
But this is not such an act; and the scheme must be considered as a 
whole. Being invalid as to the greater part, and falling, as the tax 
would, if any part were held valid, in a direction which could not have 
been contemplated except in connection with the taxation considered 
as an entirety, we are constrained to conclude that sections twenty- 
seven to thirty-seven, inclusive, of the act, which became a law with- 
out the signature of the President on August 24, 1894, are wholly 
inoperative and void. ; 

Our conclusions may, therefore, be summed up as follows : 

First. We adhere to the opinion already announced that, taxes on 
real estate being indisputably direct taxes, taxes on the rents or 
income of real estate are equally direct taxes. 

Second. We are of opinion that taxes on personal property, or on 
the income of personal property, are likewise direct taxes. 

Third. The tax imposed by sections twenty-seven to thirty-seven, 
inclusive, of the Act of 1894, so far as it falls on the income of real 
estate and of personal property, being a direct tax within the meaning 
of the Constitution, and, therefore, unconstitutional and void because 
not apportioned according to representation, all those sections, con- 
stituting one entire scheme of taxation, are necessarily invalid. 

The decrees hereinbefore entered in this court will be vacated; the 
decrees below will be reversed, and the cases remanded, with instructions 
to grant the relief prayed. 

True copy. 
Test : James H. McKINNEY, 2 
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tory. Crown 8vo, $1.00. 


John Fiske 

The Discovery of America. With some 
account of Ancient America, and the 
Spanish Conquest. With Steel Portrait 
of Mr. Fiske, Maps, Facsimiles, and 
Illustrations. 2 vols. crown 8vo, gilt top. 
$4.00. 

The American Revolution. With Plans, 
and Portrait of Washington. 2 vols. 
crown 8vo, gilt top, $4.00. 

The Critical Period of American History. 
1783-1789. With Map, Notes, etc. 
Crown 8vo, gilt top, $2.00. 

The Beginnings of New England. The 
Puritan Theocracy in its Relations to 
Civil and Religious Liberty. With 
Maps. Crown 8vo, gilt top, $2.00. 

The War of Independence. Riverside 
Library for Young People. With Maps. 
16mo, 75 cents. 

Civil Government in the United States. 
Considered with some reference to its 
Origins. 12mo, $1.00, met. 


Mr. Fiske writes from full knowledge and thor- 
ough research, and he has such mastery of his 
facts, and so distinct a perception of their rela- 
tions, that his works are marvels of clear state- 
ment, while his strong, simple style gives to 
them a very unusual attraction. 


John A. Goodwin 


The Pilgrim Republic. An Historical 
Review of the Colony of New Plymouth, 
with Sketches of the Rise of other New 
England Settlements, a History of Con- 
gregationalism, and the Creeds of the 
Period. With Maps and Plans. 8vo, 
622 pages, $4.00, met. 

Sold by all Booksellers. 


Edward J. Lowell 
The Eve of the French Revolution. Crown 
8vo, gilt top, $2.00. 
A penetrating, subtle, and comprehensive review 
of the ante-revolutionary situation.—7he Lit-, 
erary World. 


Harold Murdock 


The Reconstruction of Europe. A-Sketch 
of the Diplomatic and Military History 
of Continental Europe from the Rise to 
the Fall of the Second French Empire. 
With an Introduction by John Fiske, and 
several Maps. Crown 8vo, gilt top, 
$2.00. 

No romance possesses anything like the interest 
of the history of the oe years covered by 
Mr. Murdock’s book. He has told the story 
with admirable mastery of its main lines, and 
with decided narrative power.— The Christian 
Union (New York). 


John Gorham Palfrey 


A Compendious History of New England, 
from the Discovery by Europeans to the 
first General Congress of the Anglo- 
American Colonies. 4 vols. I12mo, in 
box, $6.00; half calf, $12.00. 

His historical works hold the first rank for fulness 
of research, carefulness of statement, candor 
judgment, and scholarly finish of style.— O.B. 
Frothingham. 


James Breck Perkins 
France underthe Regency. With a Review 

of the Administration of Louis XIV. 

Crown 8vo, gilt top, $2.00. 

Heis to be praised for having produced a work, 
on a period of French history comparatively 
obscure to English readers, of the highest 
degree of sundehbenesn, and bearing every 
mark of thorough investigation and candid 
temper.— The Literary World. 


William R. Thayer 


The Dawn of Italian Independence. Italy 
from the Congress of Vienna, 1814, to 
the Fall of Venice, 1849. With Maps. 
2 vols. crown 8vo, gilt top, $4.00. 

It is a history full of interest, well and faithfully 
told.— New York Tribune, 


Herbert Tuttle 

The History of Prussia to the Accession of 
Frederic the Great. 1134-1740. With 
a Map. Crown 8vo, gilt top, $2.25. 

The History of Prussia under Frederic the 
Great. 1740-1756.. With Maps. 2 
vols. crown 8vo, gilt top, each, $2.25. 


A thoroughly substantial and useful book.— 
Deutsche Rundschan. 


William B. Weeden 


The Economic and Social History of New 
England. 1620-1789. ‘With an Appen- 
dix of Prices. 2 vols. crown 8vo, gilt 
top, $4.50. 

A storehouse of historical data of the utmost value. 
. . « Full of suggestive and vital information 
about New England.— New York Times. 


Henry Wilson 
Rise and Fall of the Slave Power in Amer- 
ica. 3 vols. 8vo, each $3.00. The set, 
$9.00. - 
Honest, truthful, exhaustive.— J, G. Whittier. 
Sent postpaid, by 


HOUGHTON, MIFFLIN & CO., Boston 
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PRESS NOTICES 


OF THE 


JOURNAL OF POLITICAL ECONOMY. 


Chicago Inter Ocean.”’ 

“Fresh, bright and original, and full-freighted with information of scientific and 
economic value, the first number of Zhe Journal of Political Economy comes from the 
University Press of Chicago. . . It is printed on heavy toned paper, and is typograph- 
ically as neat and attractive as any of the great monthly or quarterly magazines. . . . 
The Journal of Political Economy has only to fulfil the promise of its birth to be of very 
great usefulness. . . The University is to be congratulated upon the auspicious begin- 
ning of its proposed series of Journals.” 


The Nation,’’ New York. 


“Economic periodicals have so multiplied of recent years that it is impossible to 
extend an altogether cordial welcome to any addition to their number, but it is no more 
than just to say that the Journal of Political Economy, which makes its first appearance 
this month from the press of the University of Chicago, takes rank at once with the best 
of the existing reviews.” 


Chicago Herald.’’ 


“The table of contents gives promise of the great value the work will have for all 
students and investigators. . . . It is a periodical of great promise.” 


** Boston Journal.,’’ 


“The periodical is a handsome one, comparing favorably with those which are now 
issued on similar lines by Harvard, Yale and Columbia. . . Zhe Journal of Political 
Economy is fortunate in its selection. That chosen is a line of work which calls for 
official attention in this country. . . The American student of political economy has a 
brilliant opportunity.” 


Cleveland Examiner.’’ . 

“Chicago is looming up in quite a formidable way as a rival to New York and 
Boston in a literary way. . . The new University of Chicago has entered the field 
with a ‘Journal of Political Economy’ from its own press.” 


Quarterly Journal of Economics. (Harvard.) 


“The first number of the Journal of Political Economy, published by the University 
of Chicago, edited by Professor J. Laurence Laughlin, appeared in December. ° 
Notes and a select list of book reviews make up an attractive table of contents. 

“ The result of Professor Laughlin’s survey of the recent progress of economic study 
in this country is a clear recognition of the peace which has been declared between the 
two bodies of economists who stood opposed to each other a few years ago, and an 
emphatic statement of the opportunities which our material conditions afford for extensive 
and valuable investigation.” 
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The University of Chicago. 


Department of Political Economy 


Fellowships. 


Two Fellowships, yielding an annual income ot $520, and two Fellowships, 
yielding an annual income of $320, and one Special Fellowship, yielding an 
annual income of $420, are assigned to students in this Department. - 

Applications must be received not later than April Ist, 1895. Full information 
may be had by addressing the Examiner. 3 


Publications. 


The Department publishes THE JOURNAL OF POLITICAL ECONOMY, issued 
quarterly, in December, March, June and September, at $3 per year. 

There will also be published, from time to time, a series of Economic Studies, 
to comprise: translations of important works in foreign languages; reprints of 
scarce books and documents of value te economic students; original investiga- 
tions ; collections of materials. 


Courses of Instruction. 


The following courses of study are offered by the Department in 1894-5: 


SUMMER QUARTER. WINTER QUARTER. 


1. Principles of Political Econ- 18. Economic Seminar. 
19. Money and Practical Economics. 


omy. 
2. History of Political Economy. 20. Economic and Social History. 
3. Economic Factors in Civiliza- 21. Seminar in Finance. 
tion. 22. Advanced Political Economy. 
4. Scope and Method of Political 23. Scope and Method of Political 
Economy. Economy. 
5. Statistics. 24. Descriptive Political Economy. ~ 
6. Railway Transportation. 25. Railway Transportation. 
7. Tariff History of the United 26. Socialism. 
States. 27. Advanced Statistics. 
AUTUMN QUARTER. SPRING QUARTER. 
8. Economic Seminar. 28. Economic Seminar. 
9. Money and Practical Econom- 29. Unsettled Problems of Economic » 
ics. Theory.’ 
10. Finance. 30. Economic and Social Hi P 
11. Principles of Political Econ- 31. Financial History of the United 
omy. States. 
12. Seminar in Finance. 32. Social Economics. 
13. Statistics. 33. Banking. 
14. History of Political —. 34. Oral Debates. 
15. Tariff” History of the United 35. Tariff History of the United States. 
States. 36. American Agriculture. 
16. Socialism. 37. Advanced Statistics. 
17. Social and Economic Ideals. 38. Social Economics, 


All courses run for twelve weeks: Courses 4, 15, 24, and 32 are five hours a 
week; all others are four hours a week. The entire volume of courses offered the 


present year aggregates 1,824 hours. 


For information address THE EXAMINER, 
Tue UNiversity oF Cuicaco, Chicago, Ill. 
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No. 3 Vol. 3 


The 


OF 


Political Economy 


JUNE—1895 
I NATIONAL FINANCE AND THE INCOME TAX... A. C, MILLER 
II HAMILTON AS A POLITICAL ECONOMIST EpwarpC, Lunt 
III LEGISLATIVE HISTORY OF THE SECOND INCOME- 
IV MONETARY STANDARDS .. JessE Francis ORTON 
V NOTES 
MISCELLANIES, 
OPERATION OF BIMETALLISM IN FRANCE .  H. PARKER WILLIS 
A Scarcity OF GOLD? . .« H. W. STUART 


VI BOOK REVIEWS 
Mayr’s Statistik und Gesellschaftslehre-—HOwEL.’s Handy Book of the Labour Laws.— 
INGRAM’s History of Slavery and Serfdom.—Gouwn’s Popular Control of the Liquor 
Joint Metallism.—Rat’s Life of Adam Smith —HAaycraFt’s Darwinism 
and Race Progress—DONISTHORPE’s Law in a Free State-—Hinps’s Making of the 
England of Elizabeth.—Rosk’s Revolutionary and Napoleonic Natural 
Rights. 


CHICAGO, ILL., U.S.A. 


Che Bunibersity of Chicago Press 
$3.00 A YEAR. Cents a Copy, 
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The Journal of 
Political Economy 


In this day of many complex demands on 
busy men, it is of first importance to have at hand a 
journal of the highest standards which is devoted to the 
sifting and publication of facts and of arguments that 
are vital to business interests touching Banking, Money, 
Railway Transportation, Shipping, Taxation, Social- 
ism, Wages, Agriculture, and the like. It is the pur- 
pose of THE JOURNAL oF Po.iticaL Economy to do this. 


The Journal of Political Economy 


“Is published quarterly, on the first of September, Decem- 
ber, March, and June of each year. 


PRICE 93.00 PER YEAR for the United States, Canada, and Mexico. 
$3.50 PER YEAR for other countries within the Postal Union. 


All remittances should be made payable to the order of 
The University of Chicago. Address 


THE UNIVERSITY OF CHICAGO, 
University Press Division, Chicago, Ill. 


Contents of Recent Numbers. 


September 1894. 
I, Are We Awakened - - - - H.von Holst 
II, California Breadstuffs, - - - - - - - - Horace Davis 
III. Gold and Silver in Santo Danings, - - - - J. Laurence Laughlin 
IV. The Formula of Sacrifice, - - . - - - H.J. Davenport 


V. Notes.—Miscellanies. 
Exportation of Wheat from India. 
VI. Book Reviews. 
VII. Appendices. 


December 1894. 
I, State Railways in Australia, William Hill 
II. Nature of Sociology, - Bernard Moses 
III, Adequacy of the Custome-Revenue System, - - - - Robert F. Hoxie 
IV. State Aid to Railroads in Missouri, - - - John Wilson Million 
V. Notes.—Condition of the British Agricultural’ Laborer. 
The Baltimore Plan of Bank Issues, - - J. Laurence Laughlin 
VI. Book Reviews. 
VII. Appendix. 
March 1895. 
I. Quantity of Money and Prices, 1861-1892, - - - S. McLean Hardy 
II. Relation of Sociology to Economics, - - Albion W. Small 


III. Public Ownership of Mineral Lands in the United. States, George O. Virtue 
IV. Credit Instruments in Retail Trade, ‘- - - - + David Kinley 
V. Notes.—Miscellanies. : 
Belgian Monetary Legislation, — - + + + &, Parker Willis 

VI. Book Reviews. 
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